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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, DC 20549

FORM 10-Q

x] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended September 30, 2014

Commission file number: 1-11416

CONSUMER PORTFOLIO SERVICES, INC.

(Exact name of registrant as specified in its chaer)

California 33-045913E
(State or other jurisdiction of incorporation oganization) (IRS Employer Identification No
3800 Howard Hughes Parkway, Suite 1400, 89169
Las Vegas, Nevac
(Address of principal executive office (Zip Code)

Registrant’s telephone number, including Area Code(949) 753-6800

Former name, former address and former fiscal yeelnanged since last report: N/A
Indicate by check mark whether the registrant {{&gfall reports required to be filed by Sectiondr315(d) of the Securities Exchange Ac
1934 during the preceding 12 months (or for suarteh period that the registrant was required l®duch reports) and (2) has been subije
such filing requirements for the past 90 days.
Yes No O
Indicate by check mark whether the registrant hiwnitted electronically and posted on its corpoifeb site, if any, every Interactive D
File required to be submitted and posted pursuaRule 405 of Regulation $8232.405 of this chapter) during the precedif@grionths (c
for such shorter period that the registrant wasired to submit and post such files). Yé&x] No O

Indicate by check mark whether the registrant large accelerated filer, an accelerated filer, a-acelerated filer or a smaller report
company. See definition of “accelerated filer”,rja accelerated filer” and “smaller reporting comgan Rule 12b-2 of the Exchange Act.

Large Accelerated Filerd Accelerated Filer X]
Non-Accelerated Filer O Smaller Reporting Compan\d

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act). Yes O No

As of October 21, 2014 the registrant had 25,3 ¢@®nmon shares outstanding.
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Item 1. Financial Statements

CONSUMER PORTFOLIO SERVICES, INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS
Cash and cash equivalel
Restricted cash and equivale

Finance receivable
Less: Allowance for finance credit losses

Finance receivables, n

Finance receivables measured at fair vi
Residual interest in securitizatio
Furniture and equipment, n

Deferred financing cos

Deferred tax assets, r

Accrued interest receivab

Other assets

LIABILITIES AND SHAREHOLDERS' EQUITY

Liabilities

Accounts payable and accrued expet
Warehouse lines of crec

Residual interest financir

Debt secured by receivables measured at fair \

Securitization trust del
Senior secured debt, related pe
Subordinated renewable notes

COMMITMENTS AND CONTINGENCIES
Shareholders' Equity

Preferred stock, $1 par value; authorized 4,998sI0es; none issu

Series A preferred stock, $1 par value; author&,680,000 shares; none isst

Series B preferred stock, $1 par value; authoriz8@0 shares; none issu

Common stock, no par value; authorized 75,000,0@0es; 25,339,698 and 24,015,585 shi
issued and outstanding at September 30, 2014 aceniieer 31, 2013, respective

Retained earning
Accumulated other comprehensive loss

(In thousands, except share and per share data)

September 30

December 31

2014 2013

$ 13,13¢ $ 22,11:
174,63 132,28

1,462,43 1,155,06:

(54,627) (39,620

1,407,80' 1,115,43

3,20: 14,47¢

13t 854

1,06¢ 76€

11,95 11,07

46,58’ 59,21t

21,60( 18,67(

24,79: 21,48:

$ 1,70491 $ 1,396,36/
$ 2287 $ 24,83¢
59,44: 9,45:

12,76 19,09¢

3,17( 13,11

1,469,67! 1,177,55'

- 38,55¢

15,49 19,14

1,583,41 1,301,76.

78,81¢ 73,42:

43,78 22,27t

(1,095) (1,095)

121,50 94,60:

$ 1,70491 $ 1,396,36

See accompanying Notes to Unaudited Condensed Consolidated Financial Statements.




CONSUMER PORTFOLIO SERVICES, INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPER ATIONS
(In thousands, except per share data)

Revenues:

Interest incom:

Servicing fee:

Other income

Gain on cancellation of debt

Expenses:

Employee cost

General and administrati
Interest

Provision for credit losse
Provision for contingent liabilitie
Marketing

Occupancy

Depreciation and amortization

Income before income tax exper
Income tax expense
Net income

Earnings per shar
Basic
Diluted

Number of shares used in computing earn
per share

Basic

Diluted

Three Months Ended

September 30

Nine Months Ended

September 30

2014 2013 2014 2013
73,86¢ $ 60,46: $ 207,08. $ 167,42t
27¢ 70C 1,15¢ 2,48¢
2,907 2,90¢ 8,55( 8,28¢
- - = 10,94
77,05( 64,06¢ 216,79( 189,14.
12,73 11,19¢ 35,39° 31,67¢
5,80¢ 4,07¢ 14,48: 12,34¢
12,23¢ 13,85 37,56: 44,80(
27,28, 20,22( 76,79¢ 52,73¢
- - - 9,65(
4,167 3,37¢ 11,82¢ 10,03:
89¢ 69¢ 2,49:¢ 1,921
11¢€ 88 33¢ 348
63,24¢ 53,50: 178,89: 163,50!
13,80 10,55¢ 37,89¢ 25,63¢
6,02¢ 4,68¢ 16,39( 11,15(
7,77¢  $ 587: $ 21,50t $ 14,48
031 $ 027 $ 0.8 $ 0.6¢
0.2¢ 0.1¢ 0.67 0.4¢
25,29( 21,79¢ 24,89t 20,95¢
32,04( 31,21% 32,02: 31,55(

See accompanying Notes to Unaudited Condensed Consolidated Financial Satements.




CONSUMER PORTFOLIO SERVICES, INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF COMP REHENSIVE INCOME
(In thousands)

Three Months Ended Nine Months Ended
September 30 September 30
2014 2013 2014 2013
Net income $ 7,77¢  $ 587 $ 21,50¢ $ 14,48
Other comprehensive income/(loss); chan
in funded status of pension plan - - - -
Comprehensive income $ 7,77¢  $ 587: $ 21506 $ 14,48:

See accompanying Notes to Unaudited Condensed Consolidated Financial Satements.




CONSUMER PORTFOLIO SERVICES, INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

Nine Months Ended
September 30

2014 2013
Cash flows from operating activities:
Net income $ 21,50t $ 14,48:
Adjustments to reconcile net income to net caskigeal by operating activitie:
Accretion of deferred acquisition fe (22,799 (15,549
Accretion of purchase discount on receivables mreasat fair value (359 (1,247
Amortization of discount on securitization trusbtl 10¢ 53
Amortization of discount on senior secured debatesl party 623 1,681
Accretion of premium on debt secured by receivableasured at fair valt 631 2,07¢
Mark to fair value on debt secured by receivableasared at fair vall 33¢ (933
Mark to fair value of receivables measured atValue 43 59t
Depreciation and amortizatic 33¢ 34t
Amortization of deferred financing cos 5,05¢ 2,87¢
Provision for credit losse 76,79¢ 52,73¢
Provision for contingent liabilitie - 9,65(
Stocl-based compensation expel 2,57¢ 2,93¢
Interest income on residual ass (320 -
Gain on cancellation of de - (10,94°)
Changes in assets and liabiliti
Accrued interest receivab (2,930 (4,735
Deferred tax assets, r 12,62¢ 9,47¢
Other asset (1,220 68(
Accounts payable and accrued expenses (1,966 6,96¢
Net cash provided by operating activities 100,97- 71,15:
Cash flows from investing activities:
Purchases of finance receivables held for invest: (680,569 (592,32)
Payments received on finance receivables helchf@stmen 324,19! 253,06
Payments received on receivables portfolio atvaine 11,67( 39,10
Proceeds received on residual interest in secatibias 1,03¢ 3,39¢
Change in repossessions held in inven (2,092 (3,020
Decreases (increases) in restricted cash and gashatents, ne (42,35() (25,009
Purchase of furniture and equipment (639) (226)
Net cash used in investing activities (388,741 (325,01)
Cash flows from financing activities:
Proceeds from issuance of securitization trust 655,50( 595,00(
Proceeds from issuance of subordinated renewalts 40¢€ 1,38(
Payments on subordinated renewable n (4,055 (4,027
Net proceeds from warehouse lines of cr 49,99( 5,22¢
Proceeds from (repayments of) residual interesiniiimg deb (6,329 6,227
Repayment of securitization trust di (363,49) (282,04,
Repayment of debt secured by receivables meastifant walue (10,91°) (41,369
Repayment of senior secured debt, related | (39,187 (12,85)
Payment of financing cos (5,937 (4,899
Repurchase of common stc - -
Exercise of options and warrants 2,81t 2,37(
Net cash provided by financing activities 278,79t 265,02!
Increase (decrease) in cash and cash equiv: (8,976 11,16:
Cash and cash equivalents at beginning of p¢ 22,11: 12,96¢
Cash and cash equivalents at end of pe $ 13,13t  $ 24,12¢
Supplemental disclosure of cash flow informati
Cash paid during the period fc
Interest $ 32,86 3 41,93¢
Income taxe: $ 6,25¢ $ 2,05¢

Nonr-cash financing activities
Derivative warrants reclassified from accounts [ég/éd0 common stoc $ - $ 58:



See accompanying Notes to Unaudited Condensed Consolidated Financial Satements.

6




CONSUMER PORTFOLIO SERVICES, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(1) Summary of Significant Accounting Policies
Description of Business

We were formed in California on March 8, 1991. Wedalize in purchasing and servicing retail autbiteoinstallment sale contra
(“automobile contracts” or “finance receivablesft)ginated by licensed motor vehicle dealers locdtedughout the United States (“dealgrs”
in the sale of new and used automobiles, lightksuand passenger vans. Through our purchases, av@@rindirect financing to dea
customers for borrowers with limited credit hisesrior past credit problems (“sub-prime customeM/g serve as an alternative sourc
financing for dealers, allowing sales to customeh® otherwise might not be able to obtain financilmgaddition to purchasing installm
purchase contracts directly from dealers, we h#a® @ acquired installment purchase contract®imr merger and acquisition transactions
purchased immaterial amounts of vehicle purchaseemdoans from noffiliated lenders, and (iii) lent money directly tonsumers for
immaterial amount of loans secured by vehicleshisireport, we refer to all of such contracts &ahs as "automobile contracts."

Basis of Presentation

Our Unaudited Condensed Consolidated Financiak®imts have been prepared in conformity with adogirprinciples general
accepted in the United States of America, with ithetructions to Form 10-Q and with Article 10 of Réation SX of the Securities ar
Exchange Commission, and include all adjustmerds dhe, in managemeatopinion, necessary for a fair presentation ofrdwlts for th
interim periods presented. All such adjustments ir¢he opinion of management, of a normal reogrmature. Results for the ningentt
period ended September 30, 2014 are not necesswlitative of the operating results to be expedtedhe full year.

Certain information and footnote disclosures nohynialcluded in financial statements prepared incadance with accounting princip
generally accepted in the United States of Ameh@ae been condensed or omitted from these Unau@itediensed Consolidated Finan
Statements. These Unaudited Condensed Consoliff@eicial Statements should be read in conjunctith the Consolidated Financ
Statements and Notes to Consolidated Financiat®ttts included in our Annual Report on FornKlfdr the year ended December 31, 2(

Use of Estimates

The preparation of financial statements in confeymiith accounting principles generally acceptedhe United States of Ameri
requires us to make estimates and assumptionsgffleat the reported amounts of assets and liadsliéis of the date of the financial statem
as well as the reported amounts of income and egseduring the reported periods. Specifically, alper of estimates were made
connection with determining an appropriate allovearior finance credit losses, determining approgriaserves for contingent liabiliti
valuing finance receivables measured at fair vah the related debt, valuing residual interesieicuritizations, accreting net acquisition f
amortizing deferred costs, valuing stock optiond aarrants issued, and recording deferred tax ass&t reserves for uncertain tax positi
These are material estimates that could be subtept changes in the near term and, accordinglyyah results could differ from thc
estimates.




CONSUMER PORTFOLIO SERVICES, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Other Income

The following table presents the primary componefit©ther Income for the three-month and ninenth periods ending September
2014 and 2013:

Three Months Ended Nine Months Ended
September 30 September 30
2014 2013 2014 2013
(In thousands) (In thousands)
Direct mail revenue $ 1921 % 1691 $ 594:  $ 5,41¢
Convenience fee reven 84( 72( 2,45( 2,23t
Recoveries on previously charged-off
contracts 39 49 121 15:%
Sales tax refund 12¢ - 36C 84
Other (22) 444 (325) 394
Other income for the period $ 2,900  $ 2,90« $ 8,65( $ 8,28¢

Stock-based Compensation

We recognize compensation costs in the financéésients for all shateased payments based on the grant date fair vatireaged il
accordance with the provisions of ASC 718 “Stockrpensation”.

For the nine months ended September 30, 2014 al®] 2@ recorded stodkased compensation costs in the amount of $2.6mainc
$2.9 million, respectively. As of September 30, £0linrecognized stoddased compensation costs to be recognized overefyteriod
equaled $15.2 million. This amount will be recoguizas expense over a weighted-average period gEara.

The following represents stock option activity fbe nine months ended September 30, 2014:

Weighted
Number of Weighted Average
Shares Average Remaining
(in thousands) Exercise Price Contractual Term
Options outstanding at the beginning of pel 10,12¢ % 3.3C N/A
Grantec 2,03( 6.5¢ N/A
Exercisec (1,169 2.0¢€ N/A
Forfeited (109 4.5¢ N/A
Options outstanding at the end of period 10,887 $ 4.04 6.24 years
Options exercisable at the end of period 571¢  $ 2.5 5.09 years

At September 30, 2014, the aggregate intrinsic evafioptions outstanding and exercisable was $88lllon and $23.0 millior
respectively. There were 1,168,000 options exeaddisethe nine months ended September 30, 2014 amdpdo 1,116,000 for the compare
period in 2013. There were 2.1 million shares add for future stock option grants under existitans as of September 30, 2014. The
share weighted-average fair value of stock optgrasted during the nine months ended Septembe&(d@, was $2.73.

Purchases of Company Stock

During the nine-month period ended September 304 2hd 2013, we rpurchased 73,788 and 323,674 shares, respectofebut
common stock, at average prices of $7.91 and $7e&fectively. All purchases were related to netr@zes of outstanding options
warrants. In transactions during the nmenth period ended September 30, 2014, the hofdgstmns and warrants to purchase 395,000 s
of our common stock paid the aggregate $583,000ckseeprice by surrender to us of 73,788 of such,@¥ shares. There were no ¢
market purchases of our common stock.




CONSUMER PORTFOLIO SERVICES, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

New Accounting Pronouncements

In May 2014, the FASB issued an update (ASU No0.420d, Revenue from Contracts with Customers) creaiA$B Topic 60¢
Revenue from Contracts with Customers. The guigdncthis update affects any entity that eithereeninto contracts with customers
transfer goods or services or enters into contrietshe transfer of nonfinancial assets unlessehcontracts are within the scope of ¢
standards (for example, insurance contracts oeleantracts). The core principle of the guidarscéhat an entity should recognize revent
depict the transfer of promised goods or servicesustomers in an amount that reflects the coraiiber to which the entity expects to
entitled in exchange for those goods or serviddse guidance provides steps to follow to achiewedbre principle. An entity should discli
sufficient information to enable users of finan@ttements to understand the nature, amount,giarid uncertainty of revenue and cash f
arising from contracts with customers. Qualitatimed quantitative information is required about tcacts with customers, significi
judgments and changes in judgments, and assegniged from the costs to obtain or fulfill a comtra The amendments in this update bec
effective for annual periods and interim periodthii those annual periods beginning after Deceribef016. We are currently evaluating
impact of adopting the new guidance on the conatdid financial statements.

Reclassifications

Some items in the prior year financial statemengseweclassified to conform to the current presemaReclassifications had no eff
on prior year net income or total shareholdersitgqu

Financial Covenants

Certain of our securitization transactions, our etause credit facilities and our residual intefesincing contain various financ
covenants requiring minimum financial ratios andufes. Such covenants include maintaining minimexels of liquidity and net worth a
not exceeding maximum leverage levels. As of Sep&n30, 2014, we were in compliance with all suclvemants. In addition, cert:
securitization and non-securitization related dadpteements contain crodefault provisions that would allow certain creditdo declare
default if a default occurred under a differentlfgc

Finance Receivables and Related Debt Measured atiF&alue

In September 2011 we purchased approximately $2hifl®&n of finance receivables from Fireside Barlkese receivables and
related acquisition debt are recorded on our balaheet at fair value. There are no level 1 orlIi2veputs (as described by ASC 820) avail
to us for measurement of such receivables, oh@related debt. Our level 3, unobservable inpefteat our own assumptions about the fac
that market participants use in pricing similaraigables and debt, and are based on the best iafmmavailable in the circumstances.
valuation method used to estimate fair value madpce a fair value measurement that may not beatide of ultimate realizable vall
Furthermore, while we believe our valuation methads appropriate and consistent with those usedtlgr market participants, the use
different methods or assumptions to estimate thmevédue of certain financial instruments coulduiésn different estimates of fair value. Thi
estimated values may differ significantly from teues that would have been used had a readilyad@imarket for such receivables or (
existed, or had such receivables or debt beerdiéded, and those differences could be materiddddihancial statements.

Gain on Cancellation of Debt

In April 2013, we repurchased the outstanding Classotes issued by our first 2008 securitizatiarsty for a cash payment of $
million and a new 5% note for $5.3 million due imé& 2014. The Class D notes were held by the salaed party that held our senior seci
debt. On the date we repurchased the Class D nhte€§lass D note holder owned 10.5% of our outktencommon stock. We subseque
exercised our “clean-up calBption and repurchased the remaining collaterahftbe related securitization trust. The aggregataerof ou
consideration given for the Class D notes was $0li8n less than our carrying value of the Cl&ssotes at the time of the repurchase.
result of the repurchase of the Class D notes lamdermination of the securitization trust, we icead a gain of $10.9 million for the nimaentt
period ended September 30, 2013.




CONSUMER PORTFOLIO SERVICES, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Provision for Contingent Liabilities

We are routinely involved in various legal procewysi resulting from our consumer finance activides practices, both continuing :
discontinued. Our legal counsel has advised usuch satters where, based on information availabldhe time of this report, there is
indication that it is both probable that a lialyilitas been incurred and the amount of the los®earasonably determined.

In June 2013, we recognized $9.7 million in congingliability expenses to either record or increthgeamounts we believed represe
our best estimate of probable incurred lossesa@lai various matters. The amount was allocatqhibto a long running case (“Pardeéaf)
which we were sued for indemnity, and also to nreaent matters. In September 2014 we reachedlarsetit, of the Pardee case, pursua
which we paid $5.99 million and all claims againstwere fully and finally discharged.

The more recent matters included two Californigglaction suits where we are the defendant, amdv@rigmental inquiry, in which tl
United States Federal Trade Commission (“FTE4H informally proposed that we refrain from certaillegedly unfair trade practices, i
make restitutionary payments into a consumer réliedl. In May 2014, the FTC announced its agreerteenéttle the matter by filing a laws
against us, and requesting, with our consent,tiietourt enter an agreed judgment against uslaitmuit arose out of the FT€inquiry intc
our business practices. Under the agreed settlemennade approximately $1.9 million of restitution payments and $1.6 million of accc
adjustments to our customers in September 2014 paittia $2 million penalty to the federal governmenJune 2014, and implemen
procedural changes, all pursuant to a consent eednech was entered by the court in June 2014.

We have recorded a liability as of September 3@,420vhich represents our best estimate of probatderred losses for lec
contingencies. The amount of losses that may uléiimde incurred cannot be estimated with certainty

(2) Finance Receivables

Our portfolio of finance receivables consists ofafirbalance homogeneous contracts comprising a sirgment and class that
collectively evaluated for impairment on a portfobasis according to delinquency status. Our confrarchase guidelines are designe
produce a homogenous portfolio. For key terms saghinterest rate, length of contract, monthly paymend amount financed, there
relatively little variation from the average fortiportfolio. We report delinquency on a contractdis. Once a contract becomes greatel
90 days delinquent, we do not recognize additiontalest income until the obligor under the cortraekes sufficient payments to be less
90 days delinquent. Any payments received on araonthat is greater than 90 days delinquent asé dipplied to accrued interest and the
principal reduction.

The following table presents the components of kGeaReceivables, net of unearned interest:

September 30, December 31,
2014 2013
Finance Receivable (In thousands)
Automobile finance receivables, net of unearneeret $ 148141 % 1,182,95
Less: Unearned acquisition fees and originatiosts (18,98() (27,88
Finance Receivables $ 1,462,431  $ 1,155,06:
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CONSUMER PORTFOLIO SERVICES, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

We consider an automobile contract delinquent waernobligor fails to make at least 90% of a contralty due payment by tl
following due date, which date may have been exadniithin limits specified in the servicing agreans The period of delinquency is ba
on the number of days payments are contractually ghaze, as extended where applicable. Automobitracts less than 31 days delinquen
not included. In certain circumstances we will grabligors onemonth payment extensions to assist them with tearparash flow problem
The only modification of terms is to advance théigiy’s next due date by one month and extend the matmie of the receivable by ¢
month. In certain limited cases, a twmnth extension may be granted. There are no athecessions such as a reduction in interest
forgiveness of principal or of accrued interestcéwingly, we consider such extensions to be in@mt delays in payments rather tl
troubled debt restructurings. The following tablemsnarizes the delinquency status of finance rebédgaas of September 30, 2014
December 31, 2013:

September 30 December 31
2014 2013
(In thousands)

Deliquency Statu

Current $ 1,412,42 $ 1,125,92
31- 60 days 38,80( 21,42:
61- 90 days 17,39¢ 24,66:
91 + days 12,78 10,94(

$ 1,481,411 $ 1,182,95!

Finance receivables totaling $12.8 million and $1@illion at September 30, 2014 and December 3132fespectively, including i
receivables greater than 90 days delinquent, hage placed on non-accrual status as a result iofdékénquency status.

We use a loss allowance methodology commonly redeto as " static pooling, Which stratifies our finance receivable portfolitd
separately identified pools based on the periodrifination. Using analytical and formula driverchi@iques, we estimate an allowance
finance credit losses, which we believe is adeqfmteprobable incurred credit losses that can lesarably estimated in our portfolio
automobile contracts. The estimate for probablernmd credit losses is reduced by our estimatduiire recoveries on previously incur
losses. Provision for losses is charged to ourameed statement of operations. Net losses ieduon finance receivables are charged t
allowance. We establish the allowance for new ket#es over the 12-month period following their @gisgion.

The following table presents a summary of the #gtifor the allowance for finance credit losses foe three-month and nimaentt
periods ended September 30, 2014 and 2013:

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013

(In thousands) (In thousands)
Balance at beginning of peric $ 53,32¢ $ 32,10 $ 39,62¢ $ 19,59:
Provision for credit losses on finance receiva 27,28’ 20,22( 76,79¢ 52,73¢
Chargeoffs (29,98¢) (20,957 (80,519 (47,229
Recoveries 3,99¢ 3,09t 18,71« 9,36(
Balance at end of period $ 54,62 $ 34,46« $ 54,62 $ 34,46¢
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CONSUMER PORTFOLIO SERVICES, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Excluded from finance receivables are contractswlegie previously classified as finance receivablgtswere reclassified as other as
because we have repossessed the vehicle secueil@ptitract. The following table presents a sumno&isuch repossessed inventory toge
with the allowance for losses in repossessed imvgnhat is not included in the allowance for figarcredit losses:

September 30 December 31
2014 2013
(In thousands)
Gross balance of repossessions in inver $ 3127¢  $ 24,74
Allowance for losses on repossessed inventory (19,22() (14,779
Net repossessed inventory included in other a $ 12,05¢ $ 9,96

(3) Finance Receivables Measured at Fair Value

In September 2011 we purchased approximately $2hilli®n of finance receivables from Fireside Baiikese receivables are recor
on our balance sheet at fair value.

The following table presents the components of kéeaReceivables measured at fair value:

September 30, December 31,
2014 2013
Finance Receivables Measured at Fair Vi (In thousands)
Finance receivables and accrued interest, netedmed interes $ 3,20z $ 14,78¢
Less: Fair value adjustment - (310
Finance receivables measured at fair value $ 3,20z $ 14,47¢

The following table summarizes the delinquencyustaif finance receivables measured at fair valuefaSeptember 30, 2014 ¢
December 31, 2013:

September 30 December 31
2014 2013
(In thousands)

Delinquency Statu

Current $ 2,78 $ 13,42:
31- 60 days 29t 87¢
61- 90 days 84 252
91 + days 40 234

$ 3,20z $ 14,78¢
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CONSUMER PORTFOLIO SERVICES, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

4) Securitization Trust Debt
We have completed many securitization transactibatsare structured as secured borrowings for ilsm@ccounting purposes. The ¢

issued in these transactions is shown on our UtedidCondensed Consolidated Balance Sheets as f&&tion trust debt,”and thi
components of such debt are summarized in thevioilp table:

Weighted
Average
Final Receivables Outstanding Outstanding Contractual
Interest Rate
Scheduled Pledged at Principal at Principal at at
Payment September 30 Initial September 30 December 31 September 30
Series Date (1) 2014 (2) Principal 2014 2013 2014
(Dollars in thousands)
Page Five Fundir January 201 $ 5781  $ 46,05¢ % 3,86: % 9,35¢ 9.28%
CPS 201-A April 201€ 15,68’ 104,54¢ 11,66¢ 24,52¢ 2.86%
CPS 201-B September 20: 27,63: 111,04t 27,23t 44,43 4.53%
CPS 201-C March 201! 35,99: 119,40( 35,77: 56,27: 4.92%
CPS 201-A June 201 42,57 155,00( 41,70: 65,05! 3.44%
CPS 201-B September 20: 58,40¢ 141,501 57,49( 86,25¢ 3.14%
CPS 201-C December 201 64,28¢ 147,00( 63,37¢ 93,00¢ 2.48%
CPS 201-D March 202 77,95: 160,00 77,23¢ 108,81! 2.14%
CPS 201-A June 202 110,39: 185,00t 109,93 142,84. 2.00%
CPS 201-B September 20: 133,32: 205,00( 131,35¢ 172,49¢ 2.45%
CPS 201-C December 20z 150,06 205,00( 147,67: 191,50 2.64%
CPS 201-D March 202 148,16 183,00( 144,86¢ 183,00( 2.36%
CPS 201-A June 202 159,47¢ 180,00( 155,38: - 1.98%
CPS 201-B September 20: 192,60( 202,50( 189,11° - 1.82%
CPS 2014-C (3) December 20z 182,93t 273,00( 273,00( - 2.05%
$ 1,405,28  $ 2,418,05 $ 1,469,670 $ 1,177,55!

(1) The Final Scheduled Payment Date represents final legal maturity of the securitization trust debt. Securitization trust debt is expected to
become due and to be paid prior to those dates, based on amortization of the finance receivables pledged to the trusts. Expected payments,
which will depend on the performance of such receivables, as to which there can be no assurance, are $152.6 million in 2014, $559.0
million in 2015, $386.0 million in 2016, $225.3 million in 2017, $108.1 million in 2018 and $38.7 million in 2019.

(2) Includes repossessed assets that are included in Other assets on our Unaudited Condensed Consolidated Balance Sheet.

(3) An additional $87.8 million of receivables were pledged to CPS 2014-C in October 2014.
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All of the securitization trust debt was sold invate placement transactions to qualified institnél buyers. The debt was issued thrc
our wholly-owned bankruptcy remote subsidiaries @ngbcured by the assets of such subsidiaries\dilty our other assets.

The terms of the securitization agreements relatéle issuance of the securitization trust debttae warehouse credit facilities req
that we meet certain delinquency and credit lo&er@a with respect to the pool of receivables, aedain of the agreements require tha
maintain minimum levels of liquidity and not excem@dximum leverage levels. In addition, certain siéigation and norsecuritization relate
debt contain crosdefault provisions, which would allow certain crteds to declare a default if a default were declaneder a different facilit
As of September 30, 2014, we were in complianch afitsuch covenants.

We are responsible for the administration and ctide of the automobile contracts. The securit@atagreements also require cet
funds be held in restricted cash accounts to peoaittlitional collateral for the borrowings, to Ippled to make payments on the securitize
trust debt or as priending proceeds from a term securitization priorthe purchase of additional collateral. As of $egier 30, 201
restricted cash under the various agreements tbtgiproximately $174.6 million, of which $87.8 rulh represented premding proceed
Interest expense on the securitization trust delisists of the stated rate of interest plus amtitim of additional costs of borrowit
Additional costs of borrowing include facility feeamortization of deferred financing costs and aists on notes sold. Deferred financ
costs and discounts on notes sold related to thaisieation trust debt are amortized using a lgiield method. Accordingly, the effective ¢
of the securitization trust debt is greater thandbntractual rate of interest disclosed above.

Our wholly-owned bankruptcy remote subsidiaries evéarmed to facilitate the above asbatked financing transactions. Sim
bankruptcy remote subsidiaries issue the debtandstg under our credit facilities. Bankruptcy réencefers to a legal structure in which
expected that the applicable entity would not lmduided in any bankruptcy filing by its parent ofilaftes. All of the assets of these subsidie
have been pledged as collateral for the related. ddbsuch transactions, treated as secured fimagscfor accounting and tax purposes,
treated as sales for all other purposes, incluldiggl and bankruptcy purposes. None of the asé¢iese subsidiaries are available to pay «
creditors.

14
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(5) Debt
The terms and amounts of our other debt outstaratisgeptember 30, 2014 and December 31, 2013 ammarized below:

Amount Outstanding at

September 30, December 31,
2014 2013
(In thousands)
Description Interest Ratt Maturity

Warehouse lines of credi 5.73% over one montt March 2017

Libor (Minimum 6.73%) $ 27,54 % 9,45:

5.50% over one montt August 2017

Libor (Minimum 6.25%) 31,89' -
Residual interest financin 11.75% over one mont April 2018

Libor 12,767 19,09¢

Debt secured by n/a Repayment is based «
receivables measured at payments from
fair value underlying receivables

Final payment of the

8.00% loan was made

September 2013, witt
residual payments

extending through 201 3,17( 13,117
Senior secured debt, 13.00% n/a
related party - 37,12¢
5.00% n/a - 1,431
Subordinated renewable Weighted average rate Weighted average
notes 10.8% and 12.5% at maturity of May 2016
September 30, 2014 ar and July 2015 at
December 31, 2013, September 30, 2014 a
respectively December 31, 2013,
respectively 15,49: 19,14:
$ 90,87: $ 99,36¢

In January and March 2014 we prepaid, without ggn&lL0 million and $28.4 million, respectively, sgnior secured debt, related pe
The debt was scheduled to mature in June 2014.
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(6) Interest Income and Interest Expense
The following table presents the components ofr@sincome:

Three Months Ended

Nine Months Ended

September 30, September 30,
2014 2013 2014 2013
(In thousands) (In thousands)
Interest on finance receivabl $ 73,78. $ 60,46: 206,76. % 167,41t
Residual interest inconr 84 - 32C -
Other interest income = - 1 1C
Interest income $ 73,86¢ 3 60,46: 207,08: % 167,421

The following table presents the components of@seexpense:

Three Months Ended

Nine Months Ended

September 30 September 30
2014 2013 2014 2013

(In thousands) (In thousands)
Securitization trust del $ 958: % 8,351 28,27¢  $ 25,72t
Warehouse lines of crec 1,531 1,44 3,64¢ 4,02¢
Senior secured debt, related pe - 1,59¢ 1,651 6,47¢
Debt secured by receivables at fair ve 15C 623 68:< 3,43¢
Residual interest financir 462 1,07¢ 1,54¢ 2,66¢
Subordinated renewable notes 514 74¢ 1,75¢ 2,472
Interest expense $ 12,23¢ $ 13,85 37,56: $ 44,80(

(7) Earnings Per Share

Earnings per share for the three-month and nmoeth periods ended September 30, 2014 and 2018 eedrulated using the weigh
average number of shares outstanding for the cejateiod. The following table reconciles the numbgshares used in the computation
basic and diluted earnings per share for the threeth and nine-month periods ended September 3@, 20d 2013:

Three Months Ended
September 30

Nine Months Ended
September 30

2014 2013

2014 2013

(In thousands)
Weighted average number of common she
outstanding during the period used to
compute basic earnings per sh 25,29( 21,79¢

Incremental common shares attributable tc
exercise of outstanding options and
warrants 6,75( 9,42

(In thousands)

Weighted average number of common shg
used to compute diluted earnings per st 32,04( 31,21°

24,89 20,95¢
7,12¢ 10,59:
32,02: 31,55(

If the antidilutive effects of common stock equivalents weoasidered, shares included in the diluted earnpeysshare calculation for t
three-month and ninmonth periods ended September 30, 2014 would hasladed an additional 4.0 and 3.1 million sharespectivel

attributable to the exercise of outstanding optiand warrants. For the three-month and nine-moatiogs ended September 30, 2013, the an

dilutive shares were 3.1 million and 1.9 millioespectively.
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(8) Income Taxes

We file numerous consolidated and separate incamesturns with the United States and with mangestaVith few exceptions, we i
no longer subject to U.S. federal, state, or lesaminations by tax authorities for years befor&®0

As of September 30, 2014 and December 31, 2013ageno unrecognized tax benefits for uncertainptsitions. We do not anticip:
that total unrecognized tebenefits will significantly change due to any satients of audits or expirations of statutes ofthtions over th
next 12 months.

The Company and its subsidiaries file a consolififeeleral income tax return and combined or s@ode state franchise tax returns
certain states. We utilize the asset and liabitigthod of accounting for income taxes, under whieferred income taxes are recognized fo
future tax consequences attributable to the diffezs between the financial statement values ofiegiassets and liabilities and their respe«
tax bases. Deferred tax assets and liabilitiesrer@sured using enacted tax rates expected to gptayable income in the years in which tf
temporary differences are expected to be recovaredttled. The effect on deferred taxes of a chkangax rates is recognized in income in
period that includes the enactment date.

Deferred tax assets are recognized subject to neamaggs judgment that realization is more likely than.mdtvaluation allowance
recognized for a deferred tax asset if, based ewiight of the available evidence, it is more lijfkidnan not that some portion of the defe
tax asset will not be realized. In making such judgts, significant weight is given to evidence tbah be objectively verified. Althou
realization is not assured, we believe that théizaéon of the recognized net deferred tax as$&4®.6 million as of September 30, 201
more likely than not based on forecasted futuresaenings. Our net deferred tax asset of $46.6amiltonsists of approximately $35.2 mill
of net U.S. federal deferred tax assets and $1ildbomof net state deferred tax assets. We estnthat we would need to genel
approximately $108 million of taxable income durithge applicable carryforward periods to realizdyflur federal and state net deferred
assets.

Income tax expense was $6.0 million and $16.4 omilfior the three months and nine months ended Béete30, 2014 and represe
an effective income tax rate of 44% and 43%, retopalyg, compared to income tax expense of $4.7iomlland $11.2 million for the thr
months and nine months ended September 30, 2Qdrésenting effective income tax rates of 44% arfb A@spectively.

(9) Legal Proceedings

Sanwich Litigation. We were for several years a defendant in a clagsnatthe “Stanwich Casedrought in the California Super
Court, Los Angeles County. The original plaintiffsthat case were persons entitled to receive aequdyments (the “Settlement Paymehts’
pursuant to earlier settlements of claims, genenadirsonal injury claims, against unrelated defetglaStanwich Financial Services Ci
(“Stanwich”), an affiliate of the former chairman of our boarddifectors, is the entity that was obligated to plag Settlement Paymer
Stanwich defaulted on its payment obligations te phaintiffs and in June 2001 filed for reorganigatunder the Bankruptcy Code, in
federal bankruptcy court in Connecticut. By Febyu2005, we had settled all claims brought agaisshihe Stanwich Case.

In November 2001, one of the defendants in thevdtdmCase, Jonathan Pardee, asserted claims feminity against us in a sepal
action, which was removed from state court to falldistrict court in Rhode Island. We filed courtamms in the Rhode Island federal ct
against Mr. Pardee, and have filed a separatemadtiothe same court, against the Rhode Islandfiia that represented Mr. Pardee.
litigation between Mr. Pardee and us was stayeddoeral years through September 2011, awaitimgutsn of an adversary action brou
against Mr. Pardee in the bankruptcy court, whichdaring the bankruptcy of Stanwich.
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Pursuant to an agreement with the representatigeeditors in the Stanwich bankruptcy, that adugrsationwas dismissed. Under tl
agreement, we paid the bankruptcy estate $800,00abandoned our claims against the estate, wigleestate has abandoned its adve
action against Mr. Pardee. With the dismissal efdldversary action, all known claims asserted again. Pardee were resolved without
incurring any liability. Accordingly, we believedhthis resolution of the adversary action resuitelimitation of our exposure to Mr. Pardet
no more than some portion of his attorneys feearied. The stay in the action against us in Rhatentl was subsequently lifted, and
matter was set for trial, to commence September024. The issues remaining for trial were the mixté our obligation to indemnify M
Pardee. Shortly before trial was to commence weheh a settlement, pursuant to which we paid $gBiéon to Mr. Pardee, and all of t
claims against us were fully and finally discharged

The separate lawsuit between us and Mr. Parde@deRlsland law firm has not been resolved. Thereb@mno assurance that we
recover anything against that firm, and it is pobkesithat the counterclaim of that firm against osild result in our incurring liability, in ¢
amount not expected to be material.

Consumer Litigation. We are routinely involved in various legal procewi resulting from our consumer finance activitied practice
both continuing and discontinued. Consumers candmdhitiate lawsuits against us alleging violasoof law applicable to collection
receivables, and such lawsuits sometimes allegedBalution as a class action is appropriate. Yéecarrently defending two such purpol
class actions, one of which has been settled byeagent with the plaintiffs (such settlement remainisject to approval by the court). For
most part, we have legal and factual defensescab slaims, which we routinely contest or settler (flamaterial amounts) depending on
particular circumstances of each case. We havededa liability as of September 30, 2014 with sz$io such matters, in the aggregate.

FTC Action . In July 2013, the staff of the U.S. Federal Tr&benmission (“FTC"Jadvised us that they were prepared to recommert
the FTC initiate a lawsuit against us relating flegedly unfair trade practices, and simultaneowslyised that settlement of such issue
consent decree might be achieved. On May 29, 20@4FTC announced its agreement to settle the nmajtéling a lawsuit against us, a
requesting, with our consent, that the court eateagreed judgment against us. The lawsuit arosefahe FTCS inquiry into our busine
practices. Under the agreed settlement, we madexppately $1.9 million of restitutionary paymerasd $1.6 million of account adjustme
to our customers in September 2014, paid a $2anifienalty to the federal government in June 2@md,implemented procedural change:
pursuant to a consent decree that was enterecelotirt in June 2014.

In General . There can be no assurance as to the outcombe afdtters referenced above. We have recordedibityias of Septemb
30, 2014, which represents our best estimate dbgiie incurred losses for legal contingencies,uiticlg all of the matters described
referenced above. The amount of losses that magaitly be incurred cannot be estimated with cetyaiHowever, based on such informa
as is available to us, we believe that the rangeadonably possible losses for the legal procgsdind contingencies we face, including tl
described or referenced above, as of Septemb&034@, and in excess of the liability we have reedtds from $0 to $1.3 million.

Accordingly, we believe that the ultimate resolntiof such legal proceedings and contingenciesr &téng into account our curre
litigation reserves, should not have a materialessty effect on our consolidated financial conditide note, however, that in light of -
uncertainties inherent in contested proceedingzetican be no assurance that the ultimate resolofiaghese matters will not significan
exceed the reserves we have accrued; as a résulbutcome of a particular matter may be matediaur operating results for a partict
period, depending on, among other factors, thedfitiee loss or liability imposed and the leveloofr income for that period.
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(10) Employee Benefits
On March 8, 2002 we acquired MFN Financial Corgoratind its subsidiaries in a merger. We sponseMRN Financial Corporatic

Benefit Plan (the “Plan”). Plan benefits were frozZline 30, 2001. The table below sets forth tha'®lzet periodic benefit cost for the three
month and nine-month periods ended September 3@, 20d 2013.

Three Months Ended Nine Months Ended
September 30 September 30
2014 2013 2014 2013
(In thousands) (In thousands)
Components of net periodic cost (benefil
Service cos $ - $ - $ - 3 -
Interest cos 22C 21C 66( 63C
Expected return on asst (432) (33%) (1,296 (1,005
Amortization of transition (asset)/obligati - - - -
Amortization of net (gain) / loss — 117 - 351
Net periodic cost (benefit) $ (212 % B8 $ (6360 $ (24)

We contributed $237,000 to the Plan during the -moath period ended September 30, 2014 and we damta@ipate making at
further contributions for the remainder of 2014.

(11) Fair Value Measurements

ASC 820, "Fair Value Measurements" clarifies thiagple that fair value should be based on theraggions market participants wol
use when pricing an asset or liability and esthbbsa fair value hierarchy that prioritizes theoinfation used to develop those assumpt
Under the standard, fair value measurements waaikkparately disclosed by level within the faiueshierarchy.

ASC 820 defines fair value, establishes a framevimrkmeasuring fair value, establishes a tHeae! valuation hierarchy for disclosi
of fair value measurement and enhances disclogg@rements for fair value measurements. The tlenesls are defined as follows: level 1 -
inputs to the valuation methodology are quotedgsrifunadjusted) for identical assets or liabiliiiesactive markets; level 2 iaputs to th
valuation methodology include quoted prices foriEimassets and liabilities in active markets, amgluts that are observable for the ass
liability, either directly or indirectly, for subetially the full term of the financial instrumentnd level 3 -inputs to the valuation methodolc
are unobservable and significant to the fair vaheasurement.

In September 2008 we sold automobile contractssacaritization that was structured as a saleifiantial accounting purposes. In 1
sale, we retained both securities and a residusaidst in the transaction that are measured atdsie. In September 2010 we took advanta
improvement in the market for asset-backed seesriby resecuritizing the underlying receivables from ouraied September 20
securitization. We also sold the securities rethifirem the September 2008 transaction. No gaiross was recorded as a result of the r
securitization transaction described above. Werdmsdelow the valuation methodologies we use li@er securities retained and the resi
interest in the cash flows of the transaction, &l as the general classification of such instruteqrursuant to the valuation hierarchy.
residual interest in such securitization is $136,88 of September 30, 2014 and $854,000 as of Dmredd, 2013 and is classified as level
the thredevel valuation hierarchy. We determine the valti¢hat residual interest using a discounted casiv fhodel that includes estima
for prepayments and losses. We used a discounfa28% per annum and a cumulative net loss rat&56b at September 30, 2014
December 31, 2013. The assumptions we used ard baskistorical performance of automobile contraeéshave originated and servicet
the past, adjusted for current market conditions.
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In September 2011, we acquired $217.8 million né&fice receivables from Fireside Bank for a purclpee of $199.6 million. Tk
receivables were acquired by our whadlymned special purpose subsidiary, CPS Fender Rades; LLC, which issued a note for $1¢
million, with a fair value of $196.5 million. Sindle Fireside receivables were originated by armahgty with its own underwriting guidelin
and procedures, we have elected to account foFitleside receivables and the related debt secwrdélidse receivables at their estimated
values so that changes in fair value will be ré#ddn our results of operations as they occuerbdt income from the receivables and int
expense on the note are included in interest incandkeinterest expense, respectively. Changes ttathealue of the receivables and debt
included in other income. Our level 3, unobservaibprits reflect our own assumptions about the fadtisat market participants use in pric
similar receivables and debt, and are based odktinformation available in the circumstanceseylmclude such inputs as estimated
chargeeffs and timing of the amortization of the porttolbf finance receivables. Our estimate of the ¥aiue of the Fireside receivable:
performed on a pool basis, rather than separateBach individual receivable. The table below pnésa reconciliation of the acquired fina
receivables and related debt measured at fair vaiwgerecurring basis using significant unobsemvatguts:

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
(in thousands) (in thousands)

Finance Receivables Measured at Fair Value

Balance at beginning of peric $ 5686 $ 30,31¢ % 14,47¢ % 59,66¢
Payments on finance receivables at fair vi (3,057 (8,84%) (20,930 (36,829
Chargeoffs on finance receivables at fair va (184 (535) (740 (2,27%)
Discount accretiol 722 26% 35:% 1,24
Mark to fair value 35 18 43 (595)
Balance at end of period $ 320: $ 21,217  $ 3,20  $ 21,21,
Debt Secured by Finance Receivables Measured at

Fair Value:

Balance at beginning of peri $ 539 $ 21,900 % 13,117 % 57,10°
Principal payments on debt at fair va (2,369 (5,107 (10,917 (41,369
Premium accretio 141 37¢ 631 2,07¢
Mark to fair value - (297 33¢ (939)
Balance at end of peric 3,17( 16,88¢ 3,17( 16,88¢
Reduction for payments collected and payable (592) (570 (592) (570
Adjusted balance at end of period $ 257¢ % 16,31¢ $ 257¢  $ 16,31¢

The table below compares the fair values of thediile receivables and the related secured debieto dontractual balances for
periods shown:

September 30, 201 December 31, 201.
Contractual Fair Contractual Fair
Balance Value Balance Value

(In thousands)
Fireside receivables portfol $ 320 % 320 % 14,78¢  $ 14,47¢

Debt secured by Fireside receivables portf - 3,17( - 13,117
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The fair value of the debt secured by the Firesitivables portfolio represents the discountedieralf future cash flows that
estimate will become due to the lender in accordamith the terms of our financing for the Firesm®@tfolio. The terms of the debt provide
the lenders to receive a share of residual castsfloom the underlying receivables after the cantral balance of the debt is repaid anc
Company'’s investment in the Fireside portfoliogturned.

Repossessed vehicle inventory, which is include@timer assets on our unaudited condensed conslitbalance sheet, is measure
fair value using level 2 assumptions based on otuah loss experience on sale of repossessed gehist September 30, 2014, the fine
receivables related to the repossessed vehicliesémtory totaled $31.3 million. We have appliedaduation adjustment, or loss allowance
$19.2 million, which is based on a recovery rateapproximately 39%, resulting in an estimated failue and carrying amount of $1
million. The fair value and carrying amount of ttepossessed inventory at December 31, 2013 wa$@ $dillion after applying a valuatic
adjustment of $14.8 million.

There were no transfers in or out of level 1 orleX assets and liabilities for the three monthd mime months ended September
2014 and 2013. We have no level 3 assets that easured at fair value on a noecurring basis. The table below presents a retiaticnh for
level 3 assets measured at fair value on a regubasis using significant unobservable inputs:

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013

(in thousands) (in thousands)
Residual Interest in Securitizations:
Balance at beginning of peric $ 26C % 2,24¢ % 854 3 4,82¢
Cash paid (received) during peri (209 (820 (1,039 (3,399
Included in earnings 84 — 32C -
Balance at end of period $ 13t $ 1,42¢ $ 13t $ 1,42¢
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The following table provides certain qualitativéammation about our level 3 fair value measuremémtsassets and liabilities carriec
fair value:

Financial
Instrument Fair Values as of Inputs as of
September 30, December 31, Valuation Unobservable September 30, Decemb3l,
2014 2013 Techniques Inputs 2014 2013
(In thousands)
Assets:

Finance receivable

measured at fail Discounted
value $ 3,20 % 14,47¢ cash flows Discount rate 15.4% 15.4%
Cumulative
net losse: 5.0% 5.0%
Monthly
average
prepayment 0.5% 0.5%
Residual interest i Discounted
securitization: 13E 854 cash flows Discount rate 20.0% 20.0%
Cumulative
net losse: 15.0% 15.0%
Monthly
average
prepayment 0.5% 0.5%
Liabilities:
Debt secured by
receivables
measured at fail Discounted
value 3,17( 13,117 cash flows Discount ratt 12.2% 12.2%
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The estimated fair values of financial assets @tillities at September 30, 2014 and December @13 2were as follows:

As of September 30, 201

Financial Instrument

(In thousands)

Carrying Fair Value Measurements Using:
Value Level 1 Level 2 Level 3 Total

Assets:
Cash and cash equivalel $ 13,13¢ 13,13¢ % - $ - $ 13,13¢
Restricted cash and equivale 174,63 174,63« - - 174,63«
Finance receivables, n 1,407,80! - - 1,394,87, 1,394,87.
Finance receivables measured ai

fair value 3,20z - - 3,20z 3,20:
Residual interest in securitizatio 13t - - 13E 13t
Accrued interest receivab 21,60( - - 21,60( 21,60(
Liabilities:
Warehouse lines of crec $ 59,44. - % - % 59,44: $ 59,44:
Accrued interest payab 2,48¢ - - 2,48¢ 2,48¢
Residual interest financir 12,76 - - 12,767 12,76°
Debt secured by receivables

measured at fair valt 3,17( - - 3,17( 3,17(
Securitization trust del 1,496,54! - - 1,496,54! 1,496,54!
Subordinated renewable no 15,49: - - 15,49: 15,49:

As of December 31, 201
Financial Instrument (In thousands)
Carrying Fair Value Measurements Using:
Value Level 1 Level 2 Level 3 Total

Assets:
Cash and cash equivale! $ 22,11: 22,11: % - 3 - 3 22,11
Restricted cash and equivale 132,28« 132,28« - - 132,28
Finance receivables, n 1,115,43 - - 1,100,15: 1,100,15:
Finance receivables measured a!

fair value 14,47¢ - - 14,47¢ 14,47¢
Residual interest in securitizatio 854 - - 854 854
Accrued interest receivab 18,67( - - 18,67( 18,67(
Liabilities:
Warehouse lines of crec $ 9,45; - % - 3 9,45: $ 9,45;
Accrued interest payab 2,90¢ - - 2,90¢ 2,90¢
Residual interest financir 19,09¢ - - 19,09¢ 19,09¢
Debt secured by receivables

measured at fair valt 13,117 - - 13,117 13,117
Securitization trust del 1,177,55! = - 1,189,08! 1,189,08:
Senior secured debt, related pe 38,55¢ - - 38,55¢ 38,55¢
Subordinated renewable no 19,14 - - 19,14 19,14
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The following summary presents a description of tiethodologies and assumptions used to estimatéathealue of our financii
instruments. Much of the information used to detaarfair value is highly subjective. When appliaghieadily available market informat
has been utilized. However, for a significant portof our financial instruments, active marketsndb exist. Therefore, significant element
judgment were required in estimating fair value dertain items. The subjective factors include, agother things, the estimated timing
amount of cash flows, risk characteristics, crgdility and interest rates, all of which are subjeachange. Since the fair value is estimate
of September 30, 2014 and December 31, 2013, tloeir@s that will actually be realized or paid atlsetent or maturity of the instrume
could be significantly different.

Cash, Cash Equivalents and Restricted Cash and Equivalents

The carrying value equals fair value.

Finance Receivables, net

The fair value of finance receivables is estimdigdliscounting future cash flows expected to béectéd using current rates at wk
similar receivables could be originated.

Finance Receivables Measured at Fair Value and Debt Secured by Receivables Measured at Fair Value
The carrying value equals fair value.
Residual Interest in Securitizations

The fair value is estimated by discounting futuastc flows using credit and discount rates that elete reflect the estimated cre
interest rate and prepayment risks associatedsivithar types of instruments.

Accrued Interest Receivable and Payable
The carrying value approximates fair value.
Warehouse Lines of Credit, Residual Interest Financing, Senior Secured Debt, Related Party and Subordinated Renewable Notes

The carrying value approximates fair value becdheeaelated interest rates are estimated to refi@rent market conditions for simi
types of secured instruments.

Securitization Trust Debt

The fair value is estimated by discounting futuaisitflows using interest rates that we believeecethe current market rates.
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Item 2 . Management’s Discussion and Analysis of Financi@bndition and Results of Operations
Overview

We are a specialty finance company focused on enesuwho have limited credit histories or past itnesbblems, whom we refer to
subprime customers. Our business is to purchase amitseetail automobile contracts originated priityaby franchised automobile deal
and, to a lesser extent, by select independeneidesd the United States in the sale of new and asgomobiles, light trucks and passe!
vans. Through our automobile contract purchasespnaeide indirect financing to suime customers of dealers. We serve as an alieg
source of financing for dealers, facilitating salesustomers who otherwise might not be able tainlfinancing from traditional sources, s
as commercial banks, credit unions and the cafitiamce companies affiliated with major automolmianufacturers. In addition to purchas
installment purchase contracts directly from deslere have also (i) acquired installment purchas@racts in four merger and acquisi
transactions, (ii) purchased immaterial amountsedficle purchase money loans from raffiiated lenders, and (iii) lent money directly
consumers for an immaterial amount of loans secbsegehicles. In this report, we refer to all ofthucontracts and loans as "automc
contracts."”

We were incorporated and began our operations irciva991. From inception through September 30, 2@Bthave purchased a tc
of approximately $11.1 billion of automobile comis from dealers. In addition, we obtained a tatdlpproximately $822.3 million
automobile contracts in mergers and acquisition20i2, 2003, 2004 and 2011. In 2004 and 2009, we waepointed as a thiqgarty service
for certain portfolios of automobile receivablesgorated and owned by naaffiliated entities. Beginning in 2008 through tiiérd quarter ¢
2011, our managed portfolio decreased each yeatodaer strategy of limiting contract purchase@98 and 2009 to conserve our liquic
as discussed further below. However, since Octabe® we have gradually increased contract purchagash, in turn has resulted in rec
increases to our managed portfolio. Recent conpraicthase volumes and managed portfolio levelskawern in the table below:

Contract Purchases and Outstanding Managed Portfoti
$ in thousands

Contracts
Purchased in Managed Portfolio
Period Period at Period End

2008 $ 296,817 $ 1,664,12;

2009 8,59¢ 1,194,72;

2010 113,02: 756,20:

2011 284,23t 794,64¢

2012 551,74 897,57!

2013 764,08 1,231,42;

Nine months ended September 30, 2 680,56¢ 1,518,66.

Our principal executive offices are in Las Vegagvada. Most of our operational and administratiecfions take place in Irvir
California. Credit and underwriting functions amrformed primarily in our California branch withrtan of these functions also performe
our Florida and Nevada branches. We service ownaaltile contracts from our California, Nevada, Viig, Florida and lllinois branches.

We purchase contracts in our own name (“CPS”) andl July 2008, also in the name of our whatiysned subsidiary, TFC. Progra
marketed under the CPS name are intended to semigdearange of sulprime customers, primarily through franchised new dealers. Oi
TFC program served vehicle purchasers enlistethenlt.S. Armed Forces, primarily through independesgd car dealers. In July 2008,
suspended contract purchases under our TFC pro§karpurchase automobile contracts with the intentibfinancing them on a loniggrr
basis through securitizations. Securitizationsteaasactions in which we sell a specified pool ofittacts to a special purpose subsidial
ours, which in turn issues asset-backed secuti@iésnd the purchase of the pool of contracts fram
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Securitization and Warehouse Credit Facilities

Throughout the period for which information is peted in this report, we have purchased automaoitgracts with the intention
financing them on a lonterm basis through securitizations, and on animteasis through warehouse credit facilities. Aitls financings hay
involved identification of specific automobile comtts, sale of those automobile contracts (andcédsad rights) to one of our specfaipos:
subsidiaries, and issuance of adsmtked securities to fund the transactions. Dependn the structure, these transactions may beuatex
for under generally accepted accounting principesales of the automobile contracts or as sedimatings.

When structured to be treated as a secured fingiigiraccounting purposes, the subsidiary is cadatdd with us. Accordingly, the sc
automobile contracts and the related debt appeassets and liabilities, respectively, on our uiteddcondensed consolidated balance s
We then periodically (i) recognize interest and fieeome on the contracts, (ii) recognize interegiemse on the securities issued in
transaction and (iii) record as expense a provifowredit losses on the contracts.

Since 1994 we have conducted 64 term securitizafigenerally quarterly) of automobile contractd thia purchased from dealers ur
our regular programs. As of September 30, 2014ftBose securitizations are active and all but amestructured as secured financings.
September 2010 transaction is our only active $zation that is structured as a sale of the eslatontracts. From 1994 through April 200¢
generally utilized financial guarantees for theisemssetacked notes issued in the securitization. Sinqae®ter 2010 we have utiliz
senior subordinated structures without any findrgu@arantees.

From time to time we have also completed financiofgsur residual interests in other securitizatitmest we and our affiliates previou
sponsored. As of September 30, 2014 we have omersaiual interest financing outstanding.

Since December 2011, our securitizations have dedwa préunding feature in which a portion of the receivebto be sold to the tn
were not delivered until after the initial closings a result, our restricted cash balance at Sd@ed0, 2014 included $87.8 million from
proceeds of the sale of the assatked notes that were held by the trustee perdbiligery of the remaining receivables. In Octobet#2, the
requisite additional receivables were deliverethtotrust and we received the related restrictath,amost of which was used to repay amc
owed under our warehouse credit facilities.

Portfolio Acquisitions

As stated above, we have acquired approximatel® 88aillion in finance receivables through four aisitions. These transactions tt
place in 2002, 2003, 2004 and 2011. The 2011 aitiguiconsisted of approximately $217.8 millionfafance receivables that we purche
from Fireside Bank of Pleasanton, California.

Uncertainty of Capital Markets and General EconomicConditions

We depend upon the availability of warehouse craitlities and access to long-term financing tlglouhe issuance of asdmekes
securities collateralized by our automobile cortgaSince 1994, we have completed 64 term secafittizs of approximately $9.1 billion
contracts. From the fourth quarter of 2007 throtlghend of 2009, we observed unprecedented adebesees in the market for securiti
pools of automobile contracts. These changes iedugduced liquidity, and reduced demand for dsaeked securities, particularly
securities carrying a financial guaranty and fausities backed by suprime automobile receivables. Moreover, during fhexiod many of tt
firms that previously provided financial guarantegkich were an integral part of our securitizasippuspended offering such guarantees. -
adverse changes caused us to conserve liquiditsignificantly reducing our purchases of automolsibmtracts. However, since Septen
2009 we have established new funding facilities gratlually increased our contract purchases andréloggiency and amount of our te
securitizations. Our recent history of term se@attons is summarized in the table below:
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Recent Asset-Backed Term Securitizations
$ in thousands
Number of Term Amount of Term

Period Securitizations Securitizations
2006 4 $ 957,68:
2007 3 1,118,09
2008 2 509,02:
2009 0 -
2010 1 103,77:
2011 3 335,59
2012 4 603,50(
2013 4 778,00(
Nine months ended September 30, 2 3 655,50(

Our 2012 securitizations included $58.2 millioncontracts that were repurchased in 2012 from siations closed in 2006 and 20
Our 2013 securitizations included $7.4 million iontracts that were repurchased from a securitizatlosed in 2008. Since 2011 all of
securitizations have been structured as securaddings and none have utilized financial guarantees

Our current shorterm funding capacity is $200 million, comprisingot credit facilities. The first $100 million credifcility was
established in December 2010. This facility waseveed in March 2013, extending the revolving periodMarch 2015, and adding
amortization period through March 2017. Our sec&@@0 million credit facility was established in M&p12. This facility was renewed
August 2014, extending the revolving period to Ast2016, and adding an amortization period throighust 2017.

Financial Covenants

Certain of our securitization transactions and warehouse credit facilities contain various finahatovenants requiring cert:
minimum financial ratios and results. Such covesdntlude maintaining minimum levels of liquidityné net worth and not exceed
maximum leverage levels. In addition, certain siization and non-securitization related debt contaiosseefault provisions that would allc
certain creditors to declare a default if a defaglturred under a different facility. As of SeptemiB0, 2014 we were in compliance with
such covenants.

Results of Operations
Comparison of Operating Results for the three months ended September 30, 2014 with the three months ended September 30, 2013

Revenues . During the three months ended September 30,,20irdrevenues were $77.1 million, an increasel® @& million, or 20.3%, froi
the prior year revenue of $64.1 million. The prignegason for the increase in revenues is an inerigaisiterest income. Interest income for
three months ended September 30, 2014 increased §ilion, or 22.2%, to $73.9 million from $60.5iltion in the prior year. The prima
reason for the increase in interest income isrbeease in finance receivables held by consolidsiddidiaries, which increased from $1,1!
million at September 30, 2013 to $1,515.9 milliarSeptember 30, 2014. The table below shows thegeebalances of our portfolio held
consolidated subsidiaries for the three months eésptember 30, 2014 and 2013:
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Average Balances for the Three Month:

Ended
September 30, September 30,
2014 2013
Amount Amount
Finance Receivables Owned b (% in millions)
Consolidated Subsidiaries
CPS Originated Receivabl $ 1,462 % 1,098.-
Fireside 3.9 25.€
Total $ 1,466.: $ 1,124.(

Servicing fees totaling $278,000 for the three mergnded September 30, 2014 decreased $422,000,386, from $700,000 in the prior ye
We earn base servicing fees on three portfoliosiacentive servicing fees on one of those thredf@ars. All three of these portfolios ¢
decreasing in size as we receive customer paynaamatsconsequently, base servicing and incentivéicieg fees are decreasing also. A
September 30, 2014 and 2013, our managed poribaficed by consolidated vs. naonsolidated subsidiaries and other third partias &
follows:

September 30, 201 September 30, 201
Amount (1) %(2) Amount (1) %(2)
Total Managed Portfolio ($ in millions)

Owned by Consolidated Subsidiar

CPS Originated Receivabl $ 1,512.° 99.6% $ 1,132.! 97.1%

Fireside 3.2 0.2% 21.7 1.9%
Owned by No-Consolidated Subsidiari 0.7 0.0% 6.1 0.5%
Third-Party Servicing Portfolio 2.C 0.1% 6.€ 0.6%
Total $ 1,518.¢ 100.0% $ 1,166.¢ 100.0%

(1) Contractual balances.
(2) Percentages may not add up to 100% due to rounding.

At September 30, 2014, we were generating incondefegs on a managed portfolio with an outstandinigcppal balance of $1,51¢
million (this amount includes $749,000 of automehibntracts on which we earn servicing fees and awesidual interest and also inclu
another $2.0 million of automobile contracts on ethive earn base and incentive servicing fees), eompto a managed portfolio with
outstanding principal balance of $1,1661llion as of September 30, 2013. At September 34 and 2013, the managed portf
composition was as follows:

September 30, 201 September 30, 201
Amount (1) %(2) Amount (1) %(2)
Originating Entity (% in millions)
CPS $ 1,514.¢ 99.7% $ 1,141.: 97.8¥%
Fireside 3.2 0.2% 217 1.9%
Third Party Portfolio 0.€ 0.1% 4.1 0.4%
Total $ 1,518.¢ 100.0% $ 1,166.¢ 100.0¥

(1) Contractual balances.
(2) Percentages may not add up to 100% due to rounding.
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Other income of $2.9 million in the three monthslesh September 30, 2014 was unchanged compared fwith year. The thresontt
period ended September 30, 2014 includes an irem@@$230,000 in fees associated with direct m@dl ather related products and serv
that we offer to our dealers, an increase of $10®jA payments from thirgarty providers of convenience fees paid by outarusrs for we
based and other electronic payments and an incoée&E29,000 in sales tax refunds. These increases offset by decreases of $274,0C
the fair value of the receivables and debt assediaith the Fireside portfolio.

Expenses . Our operating expenses consist largely of proni$or credit losses, interest expense, employestsc marketing and general .
administrative expenses. Provision for credit lesard interest expense are significantly affectedhle volume of automobile contracts
purchased during the trailing I8enth period and by the outstanding balance ohfieareceivables held by consolidated subsidiatagployet
costs and general and administrative expensesnatgréd as applications and automobile contraasreceived, processed and servi
Factors that affect margins and net income inckltinges in the automobile and automobile finanadkeb@nvironments, and macroecona
factors such as interest rates and changes imgrmaployment level.

Employee costs include base salaries, commissindsbanuses paid to employees, and certain expep&sed to the accounti
treatment of outstanding stock options, and areafreur most significant operating expenses. Themss (other than those relating to s
options) generally fluctuate with the level of dapations and automobile contracts processed anitedr

Other operating expenses consist largely of fésliexpenses, telephone and other communicatisicesy credit services, compt
services, marketing and advertising expenses, eprediation and amortization.

Total operating expenses were $63.2 million for ttiee months ended September 30, 2014, compar$83& million for the pric
year, an increase of $9.7 million, or 18.2%. Theréase is primarily due to costs associated wehribrease in the amount of new contract
purchased, the resulting increase in our conseliipbrtfolio and associated servicing costs, ard¢hated increase in our provision for cr
losses. Increases in core operating expenses anipn for credit losses were partially offsetdscreases in interest expense.

Employee costs increased by $1.5 million or 13.74512.7 million during the three months ended &mjer 30, 2014, represent
20.1% of total operating expenses, from $11.2 arillfor the prior year, or 20.9% of total operatiexpenses. Since 2010, we have a
employees in our Originations and Marketing departts in conjunction with the increase in contraatchasesMore recently, we have al
added Servicing staff to accommodate the increasthé number of accounts in our managed portfdliee table below summarizes
employees by category as well as contract purchas@sinits in our managed portfolio as of, andffierthreemonth periods ended, Septerr
30, 2014 and 2013:

September 30 September 30
2014 2013
Amount Amount
($ in millions)
Contracts purchased (dollar $ 279.: % 206.¢
Contracts purchased (uni 16,92t 13,23
Managed portfolio outstanding (dollal $ 1518t $ 1,166.¢
Managed portfolio outstanding (uni 115,87 96,98¢
Number of Originations sta 18¢ 16C
Number of Marketing sta! 137 121
Number of Servicing sta 40¢ 29t
Number of other staff 72 65
Total number of employees 804 641
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General and administrative expenses include cestscated with purchasing and servicing our padfof finance receivables, includi
expenses for facilities, credit services, and mienunications. General and administrative expemsae $5.8 million, an increase of $
million, or 42.5%, compared to the previous yeat mpresented 9.2% of total operating expenses.

Interest expense for the three months ended Septe3h 2014 decreased by $1.6 million to $12.2iom)lor 11.7%, compared to $1
million in the previous year.

Interest expense on the Fireside portfolio creatiflity decreased by $472,000 compared to the gear period as the Fireside portfi
and the related debt have paid down to signifigdother levels over the last year.

Interest on securitization trust debt increaseéby million, or 14.6%, for the three months en@egtember 30, 2014 compared tc
prior year. The average balance of securitizatiosttdebt increased 34.5% to $1,330.2 million git&aber 30, 2014 compared to $9¢
million at September 30, 2013. However, the blenidéerest rates on term securitizations compleirdes2012 are significantly less than
blended interest rates on securitization trust dehitrred prior to 2012. As a result, the costexigitization debt during the three month pe
ended September 30, 2014 was 2.9%, compared toiB.#4¥% prior year period.

Interest expense on senior secured debt was zéhne three months ended September 30, 2014 compa#dd6é million in the prior ye
period. This was due to the repayment in full afige secured debt on March 31, 2014. Interest esgpam subordinated renewable n
decreased by $234,000. The decrease is due toreadecin the average balance from $21.2 millio§16.2 million and a decrease in
average cost from 14.1% to 12.7%. Interest expensesidual interest financing decreased $617,0@Ba three months ended Septembe
2014 compared to the prior year. The decreaseast@uepayments on the $20.0 million facility efisgted in April 2013 and the Septem
2013 repayment in full of $13.8 million outstandimgder the residual facility established in 2007.

Interest expense on warehouse debt increased h9(EB#or the three months ended September 30, 20dvpared to the prior ye
Although we increased our contract purchases t® 82million for the three months ended September28@4 compared to $206.8 million
the prior period, recently we have relied less @relouse credit facilities and more on unrestrici&sh balances to fund receivables pri
securitization. In the future we may incur greatarehouse debt interest expense as a result u3thg fillion of unrestricted cash to repay
senior secured debt during the first quarter 04201
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The following table presents the components ofr@sieincome and interest expense and a net intgisddtanalysis for the thregontt
periods ended September 30, 2014 and 2013:

Three Months Ended September 30,

2014 2013
(Dollars in thousands)
Annualized Annualized
Average Average Average Average
Balance (1) Interest Yield/Rate Balance (1) Interest Yield/Rate

Interest Earning Assets
Finance receivables gross $ 143055 $ 73,654 206% $ 1,076,388 $ 59,29¢ 22.0%
Finance receivables measure

at fair value 3,93¢ 211 21.4% 24 ,58¢ 1,16¢ 19.0%

$ 1,434,49 73,86" 20.6% $ 1,100,97 60,46: 22.0Y%
Interest Bearing Liabilities

Warehouse lines of credit ( $ 74,04 1,531 83% $ 55,46¢ 1,441 10.4%
Residual interest financir 13,05 462 14.2% 29,18: 1,07¢ 14.8%
Debt secured by receivables

measured at fair valt 3,84 151 15.6% 19,18¢ 62: 13.0%
Securitization trust del 1,330,20. 9,581 2.9% 989,28! 8,351 3.4%
Senior secured debt, related

party - - 0.0% 32,43: 1,59¢ 19.7%
Subordinated renewable note 16,23( 514 12.7% 21,17( 74¢ 14.1%

$ 1,437,37 12,23¢ 3.4% $ 1,146,72 13,85: 4.8%

Net interest income/spre: $ 61,62¢ $ 46,60¢
Net interest yield (4 17.2% 16.9%
Ratio of average interest

earning assets to average

interest bearing liabilitie 100% 96%

(1) Average balances are based on month end balancegtdéar warehouse lines of credit, which are basedaily balance:
(2) Net of deferred fees and direct co

(3) Interest expense includes deferred financing astisnor-utilization fees

(4) Annualized net interest income divided by averangerest earning asse

Three Months Ended September 30, 201
Compared to September 30, 201

Total Change Due Change Due
Change to Volume to Rate
Interest Earning Assets (In thousands)

Finance receivables gro $ 14,35¢ % 19,51 % (5,157)
Finance receivables measured at fair v: (955) (979 24

13,40 18,53: (5,12¢)

Interest Bearing Liabilities

Warehouse lines of crec 84 484 (400
Residual interest financir (617) (59€) (22)
Debt secured by receivables measured at fair \ (472) (49¢) 26
Securitization trust del 1,22¢ 2,88( (1,656
Senior secured debt, related pe (1,599 (1,599 -
Subordinated renewable notes (239 (175 (59

(1,619 497 (2,110
Net interest income/spre: $ 15,01¢ $ 18,03: $ (3,019
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The reduction in the annualized yield on our firameceivables for the three months ended SepteBthe2014 compared to the pi
year period is the result of our decision to offealers slightly lower acquisition fees and alseefquire slightly lower contract interest rate:
a portion of the contracts we purchase.

Provision for credit losses was $27.3 million fbetthree months ended September 30, 2014, an secda$7.1 million, or 35.0
compared to the prior year and represented 43.1ftaifoperating expenses. The provision for criedises maintains the allowance for fine
credit losses at levels that we feel are adequatepfobable incurred credit losses that can beoredsy estimated. Our approach
establishing the allowance requires greater amarfrigsovision for credit losses early in the terafi®ur finance receivables. Consequently
increase in provision expense is the result ofitleeease in contract purchases during the last gadrthe larger portfolio owned by 1
consolidated subsidiaries compared to the prior.yea

Marketing expenses consist primarily of commissiased compensation paid to our employee markegipgesentatives. Our market
representatives earn a salary plus commissiongllmsgolume of contract purchases and sales oflarycproducts and services that we @
our dealers, such as training programs, interreed Eales, and direct mail products. Marketing egpsnncreased by $789,000, or 23.49
$4.2 million during the three months ended Septerbe2014, compared to $3.4 million in the prieay period, and represented 6.6% of
operating expenses. For the three months ende@rSket 30, 2014, we purchased 16,925 contractssemtiag $279.3 million in receivab
compared to 13,233 contracts representing $208l&min receivables in the prior year.

Occupancy expenses increased by $203,000 or 2902$898,000 compared to $695,000 in the previoas gad represented 1.4%
total operating expenses. The increase is primdtiyto the establishment in April 2014 of our Ngvéranch.

Depreciation and amortization expenses increase30y000 or 34.1%, to $118,000 compared to $88jA0Me previous year a
represented 0.2% of total operating expenses.

For the three months ended September 30, 2014eeweded income tax expense of $6.0 million, repréisg a 43.7% effective incor
tax rate. In the prior year period, we recorded $illion in income tax expense, representing d%effective income tax rate.

Comparison of Operating Results for the nine months ended September 30, 2014 with the nine months ended September 30, 2013

Revenues . In the prior year nineionth period ended September 30, 2013, we repwrdhhe outstanding Class D notes from our first8
securitization for a cash payment and a new notesubsequently exercised our “clean-up agfition and repurchased the remaining colla
from the related securitization trust. The aggregatlue of our consideration for the Class D netas $10.9 million less than our carry
value of the Class D notes at the time of the remse. As a result of the repurchase of the Claswtes and the termination of
securitization trust, we realized a gain of $10iBiom, or 5.8% of our total revenues of $189.1lioit for the nine months ended Septembe
2013. The discussion of revenues below excludegdireon the cancellation of debt for comparatiueppses.

During the nine months ended September 30, 2014dremenues were $216.8 million, an increase of &3&illion, or 21.7%, from tt
prior year revenue of $178.2 million. The primaeason for the increase in revenues is an increasgerest income. Interest income for
nine months ended September 30, 2014 increased $8%ion, or 23.7%, to $207.1 million from $167illion in the prior year. The prima
reason for the increase in interest income isrheease in finance receivables held by consolidstédidiaries, which increased from $1,1!
million at September 30, 2013 to $1,515.9 milliarSeptember 30, 2014. The table below shows thegeebalances of our portfolio held
consolidated subsidiaries for the nine months er®atember 30, 2014 and 2013:
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Average Balances for the Nine Months

Ended
September 30 September 30
2014 2013
Amount Amount
Finance Receivables Owned by ($ in millions)
Consolidated Subsidiaries
CPS Originated Receivabl $ 1,351¢ % 984.t
Fireside 7.2 36.1
Total $ 1,358.¢ $ 1,020.¢

Servicing fees totaling $1,158,000 for the nine therended September 30, 2014 decreased $1.3 mibids8.4%, from $2.5 million
the prior year. We earn base servicing fees oretpretfolios and incentive servicing fees on onehafse three portfolios. All three of th
portfolios are decreasing in size as we receivéoousr payments and, consequently, base servicidgnaentive servicing fees are decrea
also. As of September 30, 2014 and 2013, our mahpgefolio owned by consolidated vs. noorsolidated subsidiaries and other third pe
was as follows:

September 30, 201 September 30, 201
Amount (1) %(2) Amount (1) %(2)
Total Managed Portfolio (% in millions)

Owned by Consolidated Subsidiar

CPS Originated Receivabl $ 1,512.° 99.6% $ 1,132.! 97.1%

Fireside 3.2 0.2% 21.7 1.9%
Owned by No-Consolidated Subsidiari 0.7 0.0% 6.1 0.5%
Third-Party Servicing Portfolios 2.C 0.1% 6.€ 0.6%
Total $ 1,518.¢ 100.0% $ 1,166.¢ 100.0%

(1) Contractual balances.
(2) Percentages may not add up to 100% due to rounding.

At September 30, 2014, we were generating incondefees on a managed portfolio with an outstandirigcjpal balance of $1,51¢
million (this amount includes $749,000 of automehibntracts on which we earn servicing fees and awesidual interest and also inclu
another $2.0 million of automobile contracts on ethive earn base and incentive servicing fees), eompto a managed portfolio with
outstanding principal balance of $1,1661llion as of September 30, 2013. At September 34 and 2013, the managed portf
composition was as follows:

September 30, 201 September 30, 201
Amount (1) %(2) Amount (1) %(2)
Originating Entity ($ in millions)
CPS $ 1,514.¢ 99.7% % 1,141.: 97.8%
Fireside 3.2 0.2% 217 1.9%
Third Party Portfolio 0.€ 0.1% 4.1 0.4%
Total $ 1,518.¢ 100.0% $ 1,166.¢ 100.0¥

(1) Contractual balances.
(2) Percentages may not add up to 100% due to rounding.
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Other income increased by $266,000, or 3.2%, t6 &8llion in the nine months ended September 3@4Z8om $8.3 million during tf
prior year. The increase is comprised of an inaeds$526,000 in fees associated with direct mad ather related products and services
we offer to our dealers, an increase of $276,008ales tax refunds and an increase of $215,00@&yments from thirgsarty providers ¢
convenience fees paid by our customers for webdbase other electronic payments. These increases pagtially offset by decreases
$634,000 in the fair value of the receivables aglot dssociated with the Fireside portfolio,

Expenses. Our operating expenses consist largely of pionigor credit losses, interest expense, emplopstsc marketing and gene
and administrative expenses. Provision for credisés and interest expense are significantly afidoy the volume of automobile contracts
purchased during the trailing I8enth period and by the outstanding balance ohfieareceivables held by consolidated subsidiatagployet
costs and general and administrative expensesnatgréd as applications and automobile contraasreceived, processed and servi
Factors that affect margins and net income inclltlnges in the automobile and automobile finanadkeb@nvironments, and macroecona
factors such as interest rates and changes imgmaployment level.

Employee costs include base salaries, commissindsbanuses paid to employees, and certain expep&sed to the accounti
treatment of outstanding stock options, and areafreur most significant operating expenses. Thesgs (other than those relating to s
options) generally fluctuate with the level of @pations and automobile contracts processed anitsdr

Other operating expenses consist largely of fasliexpenses, telephone and other communicatisicesy credit services, compt
services, marketing and advertising expenses, eprkdiation and amortization.

During the prior year nineionth period ended September 30, 2013, we reca)®2& million in contingent liability expensesédithel
record or increase the amounts we believe we may irelated to various pending litigation. The amtowas allocated in part to a long runr
case we refer to as the Stanwich litigation, arsb @b more recent matters including two Califorpiass action suits where we are
defendant, and a governmental inquiry, in whichWinted States Federal Trade Commission (“FTi@fprmally proposed that the we refr
from certain allegedly unfair trade practices, amake restitutionary payments into a consumer réliefl. The discussion of operating expe
below excludes the $9.7 million in contingent lidbiexpense for comparative purposes.

Total operating expenses were $178.9 million fer time months ended September 30, 2014, compa@tb&9 million for the pric
year, an increase of $25.0 million, or 16.3%. Tiereéase is primarily due to costs associated wughiicrease in the amount of new conti
we purchased, the resulting increase in our cotes@d portfolio and associated servicing costs,thadelated increase in our provision
credit losses. Increases in core operating expeskprovision for credit losses were partiallyseffby decreases in interest expense.

Employee costs increased by $3.7 million or 11.8%$35.4 million during the nine months ended Seybier 30, 2014, represent
19.8% of total operating expenses, from $31.7 amillfor the prior year, or 20.6% of total operatigpenses. Since 2010, we have a
employees in our Originations and Marketing departts in conjunction with the increase in contrastchasesMore recently, we have al
added Servicing staff to accommodate the increasthé number of accounts in our managed portfdliee table below summarizes
employees by category as well as contract purchesgsinits in our managed portfolio as of, andtlier ninemonth periods ended, Septerr
30, 2014 and 2013:
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September 30, September 30,

2014 2013
Amount Amount
($ in millions)
Contracts purchased (dolla $ 680.¢ $ 592.:
Contracts purchased (uni 42,91 38,33¢
Managed portfolio outstanding (dollal $ 1518t % 1,166.¢
Managed portfolio outstanding (uni 115,87 96,98¢
Number of Originations sta 18¢€ 16C
Number of Marketing sta 137 121
Number of Servicing sta 40¢ 29t
Number of other sta: 72 65
Total number of employees 804 641

General and administrative expenses include castsc@ted with purchasing and servicing our pddfof finance receivables, includi
expenses for facilities, credit services, and @lemunications. General and administrative expemsgs $14.5 million, an increase of $
million, or 17.3%, compared to the previous yeat mpresented 8.1% of total operating expenses.

Interest expense for the nine months ended SepteB®@014 decreased by $7.2 million to $37.6 wnillior 16.2%, compared to $4
million in the previous year.

Interest expense on the Fireside portfolio creddility decreased by $2.8 million compared to th®rpyear period as the Fires
portfolio and the related debt have paid down gamigicantly lower levels over the last year.

Interest on securitization trust debt increased®y million, or 9.9%, for the nine months endegt8mber 30, 2014 compared to
prior year. The average balance of securitizatiosttdebt increased 39.2% to $1,242.1 million git&aber 30, 2014 compared to $8¢
million at September 30, 2013. However, the blenidégrest rates on term securitizations complebedes2012 are significantly less than
blended interest rates on securitization trust dehtrred prior to 2012. As a result, the costedgitization debt during the nine month pe
ended September 30, 2014 was 3.0%, compared toi.8% prior year period.

Interest expense on senior secured debt was $1i@min the nine months ended September 30, 2@idpared to $6.5 million in tl
prior year period. The decrease is due to the repay in full of senior secured debt during thetfysiarter of 2014. Interest expense
subordinated renewable notes decreased by $716[0@0decrease is due to a decrease in the aveedgecb from $22.6 million to $17
million and a decrease in the average cost fror6%40 13.2%. Interest expense on residual intdieahcing decreased $1.1 million in
nine months ended September 30, 2014 compareeé fritr year. The decrease is due to repaymentiseo$20.0 million facility established
April 2013 and the September 2013 repayment indtithe $13.8 million of indebtedness outstandimgler the residual facility original
established in 2007.

Interest expense on warehouse debt decreased By0$B7for the nine months ended September 30, 26ipared to the prior ye
Although we increased our contract purchases t@®$68iillion for the nine months ended September2804 compared to $592.3 million
the prior period, recently we have relied less @relouse credit facilities and more on unrestricish balances to fund receivables pri
securitization. In the future we may incur great@rehouse debt interest expense as a result af 88®.2 million of unrestricted cash to re
our senior secured debt during the first quartetQif4.
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The following table presents the components ofr@geincome and interest expense and a net intgddtanalysis for the nineontt
periods ended September 30, 2014 and 2013:

Nine Months Ended September 30,

2014 2013
(Dollars in thousands)
Annualized Annualized
Average Average Average Average
Balance(1) Interest Yield/Rate Balance (1) Interest Yield/Rate

Interest Earning Assets
Finance receivables gross $ 1,320,98 % 205,70t 208% % 966,88. $ 162,10( 22.4Y%
Finance receivables measure

at fair value 7,18¢ 1,37¢ 25.5% 36,11( 5,32¢ 19.7%

$ 1,328,16! 207,08: 208% $ 1,002,99 167,42 29 3y
Interest Bearing Liabilities

Warehouse lines of credit ( $ 46,92¢ 3,64 104%  $ 44,24¢ 4,02¢ 12.1%
Residual interest financir 14,77: 1,54¢ 13.9% 25,57¢ 2,66¢ 13.9%
Debt secured by receivables

measured at fair value 6,754 682 13.5% 31,80: 3,43¢ 14.4%
Securitization trust del 1,242,05! 28,27¢ 3.0% 892,30 25,72¢ 3.8%
Senior secured debt, related

party 9,471 1,651 23.2% 40,75" 6,47 21.2%
Subordinated renewable note 17,70¢ 1,75¢ 13.2% 22,55! 2,47¢ 14.6%

$ 1,337,69 37,56 3.7% $ 1,057,23 44,80( 5.6%

Net interest income/spre:i $ 169,52( $ 122,62t
Net interest yield (4 17.0% 16.3%
Ratio of average interest

earning assets to average

interest bearing liabilities Q9% 94%

(1) Average balances are based on month end balancegtdésr warehouse lines of credit, which are basedaily balance:
(2) Net of deferred fees and direct co:

(3) Interest expense includes deferred financing csdsnor-utilization fees

(4) Annualized net interest income divided by averageréest earning asse
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Nine Months Ended September 30, 201
Compared to September 30, 201

Total Change Due Change Due
Change to Volume to Rate
Interest Earning Assets (In thousands)

Finance receivables gra $ 43,60¢ % 54,11 (10,50¢)
Finance receivables measured at fair value (3,959 (4,167) 21(

39,65¢ 49,95:; (10,29¢)

Interest Bearing Liabilities

Warehouse lines of crec (379 3€ (415
Residual interest financir (1,12)) (1,129 4
Debt secured by receivables measured at fair \ (2,752 (2,727 (32)
Securitization trust del 2,55: 7,57: (5,020
Senior secured debt, related pe (4,829 (4,927 98
Subordinated renewable notes (716) (599 (123

(7,23¢) (1,75)) (5,487)
Net interest income/sprei $ 46,89: $ 51,70  $ (4,809

Provision for credit losses was $76.8 million foetnine months ended September 30, 2014, an irca$24.1 million, or 45.6'
compared to the prior year and represented 42.9%talfoperating expenses. The provision for criedises maintains the allowance for fine
credit losses at levels that we feel are adequateprfobable incurred credit losses that can beoreddy estimated. Our approach
establishing the allowance requires greater amanfrigsovision for credit losses early in the terafi®ur finance receivables. Consequently
increase in provision expense is the result ofitlteease in contract purchases during the last gadrthe larger portfolio owned by 1
consolidated subsidiaries compared to the prior.yea

Marketing expenses consist primarily of commisdi@sed compensation paid to our employee marketipgesentatives. Our market
representatives earn a salary plus commissionsllms&olume of contract purchases and sales oflanycproducts and services that we @
our dealers, such as training programs, interraet &&les, and direct mail products. Marketing egpsrincreased by $1.8 million, or 17.9%
$11.8 million during the nine months ended Septen3@e 2014, compared to $10.0 million in the piyear period, and represented 6.6¢
total operating expenses. For the nine months ef®gatember 30, 2014, we purchased 42,911 contraptesenting $680.6 million
receivables compared to 38,339 contracts repregpfifio2.3 million in receivables in the prior year.

Occupancy expenses increased by $572,000 or 2903$2,5 million compared to $1.9 million in the pi@us year and represented 1
of total operating expenses. The increase is dtigetestablishment in April 2014 of our Nevada bbtan

Depreciation and amortization expenses decrease$6/00 or 1.7%, to $339,000 compared to $345,00thé previous year a
represented 0.2% of total operating expenses.

For the nine months ended September 30, 2014, seeded income tax expense of $16.4 million, reprasg a 43.2% effective incor
tax rate. In the prior year period, we recorded.$Hiillion in income tax expense, representing %3effective income tax rate.
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Credit Experience

Our financial results are dependent on the perfamaeof the automobile contracts in which we re@mnownership interest. Bra
economic factors such as recession and signifidaamges in unemployment levels influence the craelitormance of our portfolio, as does
weighted average age of the receivables at anyndivee. The tables below document the delinquemeppssession and net credit
experience of all such automobile contracts thaoriginated or own an interest in as of the respeaates shown. The tables do not inc
the experience of third party originated and owperfolios.

Delinquency, Repossession and Extension Experiendd
Total Originated Portfolio Excluding Fireside
September 30, 201

September 30, 201, December 31, 201.

Number of Number of Number of
Contracts Amount Contracts Amount Contracts Amount
(Dollars in thousands)
Delinquency Experienci
Gross servicing portfolio (1 114,13¢ $ 1,514,61 89,46: $ 1,141,02 94,20¢ $ 1,213,79
Period of delinquency (:
31-60 days 2,89C $ 38,96 3,068 % 27,03( 265: $ 21,88:
61-90 days 1,40¢ 17,45¢ 1,74¢ 16,43" 2,02¢ 24,91«
91+ days 1,07( 12,81: 967 8,42¢ 1,162 11,06(
Total delinquencies (Z 5,36¢ 69,23: 5,77 51,89: 5,83¢ 57,86
Amount in repossession (3) 3,22¢ 31,30: 2,24¢ 20,82¢ 2,961 25,01(
Total delinquencies and
amount in repossession (2 859« $ 100,53 8,02¢ $ 72,72 879¢ $ 82,87:
Delinquencies as a percentay
of gross servicing portfoli 4.7% 4.6% 6.5% 4.5% 6.2% 4.8%
Total delinquencies and
amount in repossession as
percentage of gross servic
portfolio 7.5% 6.6% 9.0% 6.4% 9.3% 6.8%
Extension Experience
Contracts with one extension
accruing (4, 16,93 $ 223,69: 11,35¢  $ 135,57! 13,75  $ 176,23t
Contracts with two or more
extensions, accruing (4) 6,46¢ 76,34¢ 5,40°% 34,14! 5,44¢ 43,86¢
23,39¢ 300,03¢ 16,75¢ 169,71¢ 19,20 220,10!
Contracts with one extension
nor-accrual (4 1,10t 11,80¢ 74C 6,822 1,03( 9,34¢
Contracts with two or more
extensions, non-accrual (4 481 4,48 554 2,77( 622 3,26
1,58¢ 16,29: 1,29¢ 9,592 1,652 12,61¢
Total contracts with extensiol 24,98 $ 316,33: 18,05¢ $ 179,31( 20,85 $ 232,721
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Delinquency Experienci
Gross servicing portfolio (1
Period of delinquency (:
31-60 days
61-90 days
91+ days
Total delinquencies (Z
Amount in repossession (3)
Total delinquencies and
amount in repossession (2

Delinquencies as a percentay
of gross servicing portfoli

Total delinquencies and
amount in repossession as
percentage of gross servic
portfolio

Extension Experience

Contracts with one extension
accruing (4,

Contracts with two or more
extensions, accruing (4)

Contracts with one extension
nor-accrual (4

Contracts with two or more
extensions, non-accrual (4

Total contracts with extensioi

Delinquency, Repossession and Extension Experiendd
Fireside Portfolio

September 30, 2014

September 30, 2013

December 31, 2013

Number of Number of Number of
Contracts Amount Contracts Amount Contracts Amount
(Dollars in thousands)
1,487 $ 3,20z 6,51: $ 21,70 4,89: 14,78¢
161 $ 29t 41C $ 1,21¢ 36¢€ 87¢
76 84 181 43¢ 12E 25%
30 40 10z 252 10¢€ 234
267 41¢ 692 1,90¢ 59¢ 1,36¢
14 64 48 25% 3C 12C
281 $ 48% 741 $ 2,15¢ 62¢ 1,48¢
18.0% 13.1% 10.6% 8.8% 12.2% 9.2%
18.9% 15.1% 11.4% 9.9% 12.9% 10.0%
37¢ $ 76E 1,651 $ 6,06¢ 1,20: 3,94t
437 1,29( 65€ 2,991 68t 2,92¢
81¢ 2,05¢ 2,307 9,06( 1,88¢ 6,86¢
8 16 60 197 6C 15¢&
17 49 33 14¢ 35 11¢€
25 65 93 34¢ 95 27%
841 $ 2,12( 2,40( $ 9,40¢ 1,98: 7,142
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Delinquency, Repossession and Extension Experiendd
Total Originated and Fireside Portfolio
September 30, 2014

September 30, 2013 December 31, 2013

Number of Number of Number of
Contracts Amount Contracts Amount Contracts Amount
(Dollars in thousands)
Delinquency Experienci
Gross servicing portfolio (1 115,627 $ 1,517,82 95,97 $ 1,162,73 99,09¢ $ 1,228,57
Period of delinquency (:
31-60 days 3,051 % 39,25¢ 3478 $ 28,24¢ 3,01¢ % 22,76!
61-90 days 1,48¢ 17,54 1,92¢ 16,87 2,14¢ 25,16"
91+ days 1,10( 12,85: 1,06¢ 8,681 1,27( 11,29:
Total delinquencies (Z 5,63¢ 69,65 6,47( 53,80: 6,437 59,22¢
Amount in repossession (3) 3,24( 31,36¢ 2,291 21,08: 2,991 25,13(
Total delinquencies and
amount in repossession (2 8,87t $ 101,01 8,761 $ 74,88 9,42t $ 84,35¢
Delinquencies as a percentay
of gross servicing portfoli 4.9% 4.6% 6.7% 4.6% 6.5% 4.8%
Total delinquencies and
amount in repossession as
percentage of gross servic
portfolio 7.7% 6.7% 9.1% 6.4% 9.5% 6.9%
Extension Experience
Contracts with one extension
accruing (4, 17,311 $ 224,45 13,000 $ 141,64« 14957  $ 180,18:
Contracts with two or more
extensions, accruing (4) 6,90 77,63¢ 6,05¢ 37,13 6,13¢ 46,79
24,21t 302,09 19,06¢ 178,77 21,09: 226,97:
Contracts with one extension
nor-accrual (4, 1,11z 11,82¢ 80C 7,01¢ 1,09( 9,50z
Contracts with two or more
extensions, non-accrual (4 49¢ 4,532 587 2,91¢ 657 3,38¢
1,611 16,35" 1,38 9,93¢ 1,747 12,88
Total contracts with extensiol 25,82¢ $ 318,45: 20,45: $ 188,71! 22,83t $ 239,86.

(1) All amounts and percentages are based on the amount remaining to be repaid on each automobile contract, including, for pre-computed
automobile contracts, any unearned interest. The information in the table represents the gross principal amount of all automobile contracts we
have purchased, including automobile contracts subsequently sold in securitization transactions that we continue to service. The table does not
include certain contracts we have serviced for third parties on which we earn servicing fees only and have no credit risk.

(2) We consider an automobile contract delinquent when an obligor fails to make at least 90% of a contractually due payment by the following
due date, which date may have been extended within limits specified in the Servicing Agreements. The period of delinquency is based on the
number of days payments are contractually past due. Automobile contracts less than 31 days delinquent are not included. The delinquency aging
categories shown in the tables reflect the effect of extensions.

(3) Amount in repossession represents financed vehicles that have been repossessed but not yet liquidated.

(4) Accounts past due more than 90 days are on non-accrual.
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Net Charge-Off Experience (1)
Total Owned Portfolio Excluding Fireside

September 30, September 30, December 31,
2014 2013 2013
(Dollars in thousands)
Average servicing portfolio outstandil $ 1,463,226 $ 1,049,28 % 1,044,68
Annualized net charge-offs as a percentage of geesarvicing
portfolio (2)... 5.6% 4.2% 4.7%

Net Charge-Off Experience (1)
Fireside Portfolio

September 30 September 30 December 31
2014 2013 2013
(Dollars in thousands)
Average servicing portfolio outstandil $ 393¢ % 29,66 $ 31,29:
Annualized net charge-offs as a percentage of geesarvicing
portfolio (2) 0.6% 5.9% 5.5%

Net Charge-Off Experience (1)
Total Owned Portfolio Including Fireside

September 30 September 30 December 31
2014 2013 2013
(Dollars in thousands)
Average servicing portfolio outstandil $ 1,467,200 $ 1,078,994  $ 1,075,97!
Annualized net charge-offs as a percentage of geesarvicing
portfolio (2) 5.6% 4.2% 4.7%

(1) All amounts and percentages are based on the principal amount scheduled to be paid on each automobile contract, net of unearned income
on pre-computed automobile contracts.

(2) Net charge-offs include the remaining principal balance, after the application of the net proceeds from the liquidation of the vehicle
(excluding accrued and unpaid interest) and amounts collected subsequent to the date of charge-off, including some recoveries which have been
classified as other income in the accompanying interim consolidated financial statements. September 30, 2014 and September 30, 2013
percentage represents nine months ended September 30, 2014 and September 30, 2013 annualized. December 31, 2013 represents 12 months
ended December 31, 2013.

Extensions

In certain circumstances we will grant obligors -anenth payment extensions to assist them with teargacash flow problems.
general, an obligor would not be entitled to mdranttwo such extensions in any thdnth period and no more than six over the lifeéhe
contract. The only modification of terms is to adev@ the obligos next due date by one month and extend the matlate of the receivable
one month. In some cases, a two-month extension ImeagrantedThere are no other concessions such as a reductiamerest rate
forgiveness of principal or of accrued interestcéwaingly, we consider such extensions to be in@mt delays in payments rather tl
troubled debt restructurings.
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The basic question in deciding to grant an extensavhether or not we will (a) be delaying thevitable repossession and liquidal
or (b) risk losing the vehicle as a result of neinlg able to locate the obligor and vehicle. Inhbot those situations, the loss would likely
higher than if the vehicle had been repossessdtbutitthe extension. The benefits of granting ammsibn include minimizing current los
and delinquencies, minimizing lifetime losses, iggtthe obligors account current (or close to it) and building dyeill with the obligor so thi
he might prioritize us over other creditors on fetpayments. Our servicing staff are trained taniifie when a past due obligor is facin
temporary problem that may be resolved with anresitan. In most cases, the extension will be grairtembnjunction with our receiving a p
due payment (and where allowed by law, a nomina) feom the obligor, thereby indicating an addiibmonetary and psychologi
commitment to the contract on the obligor’s part.

The credit assessment for granting an extensianitially made by our collector, who bases the raagendation on the collectar’
discussions with the obligor. In such assessméetsallector will consider, among other things, fibléowing factors: (1) the reason the obli
has fallen behind in payment; (2) whether or netribason for the delinquency is temporary, antig, ihave conditions changed such tha
obligor can begin making regular monthly paymenyasima after the extension; (3) the obliggr&st payment history, including past extensio
applicable; and (4) the obligarwillingness to communicate and cooperate on vegpthe delinquency. If the collector believes dimigor is :
good candidate for an extension, he must obtaincappfrom his supervisor, who will review the safaetors stated above prior to offering
extension to the obligor. After receiving an extensan account remains subject to our normal pdiand procedures for interest acci
reporting delinquency and recognizing charge-offs.

We believe that a prudent extension program isné@gral component to mitigating losses in our mdidf of subprime automobil
receivables. The table below summarizes the statisf September 30, 2014, for accounts that rede@xtensions from 2008 through 2
(2014 extension data are not included at this tioeto insufficient passage of time for meaningfidluation of results):

Avg

Active or % Active or Charged Off % Charged  Charged Off % Charged Months

Paid Off at Paid Off at > 6 Months Off >6 <= 6 Months Off<=6  to Charg:

Period of  # Extension: September September After Months Aftel After Months After Off Post

Extensior Granted 30, 2014 30, 2014 Extension Extension Extension Extension Extensiol
2008 35,58¢ 10,89¢ 30.6% 19,87( 55.8% 4,81¢ 13.5% 19
2009 32,00¢ 10,33: 32.3% 15,88¢ 49.6% 5,78: 18.1% 16
2010 26,16 12,59¢ 48.1% 11,56¢ 44.2% 1,99¢ 7.6% 18
2011 18,78t¢ 11,50( 61.2% 6,354 33.8% 932 5.0% 17
2012 18,78 12,74¢ 67.9% 5,23¢ 27.9% 79€ 4.2% 13
2013 23,39¢ 18,90( 80.8% 3,522 15.1% 97€ 4.2% 10

Table excludes extensions on portfolios serviced for third parties.

We view these results as a confirmation of theotiffeness of our extension program. For the acsoteteiving extensions in 20!
2009, 2010, 2011, 2012 and 2013, 30.6%, 32.3%,%4881.2%, 67.9% and 80.8%, respectively, were eiflad in full or active ar
performing at September 30, 2014. Each of theseesstul accounts represent continued paymentgeyest and principal (including paym
in full in many cases), where without the extensin likely would have incurred a substantial loesl @o interest revenue subsequent t
extension.

For the extension accounts that ultimately chaffiea® consider any that charged off more thanmsonths after the extension to b
least partially successful. For the 2008, 2009,02@011, 2012 and 2013 extensions, of the accahatscharged off, the charge off v
incurred, on average, 19, 16, 18, 17, 13 and 1Qmsprespectively, after the extension, indicatimat even in the cases of an ultimate loss
obligor serviced the account with additional paytsef principal and interest.
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Additional information about our extensions is pd®d in the tables below:

Year Ended
Nine Months Ended September . December 31
2014 2013 2013
Average number of extensions granted per m 2,03: 1,701 1,95(
Average number of outstanding accot 106,68t 91,56" 93,24
Average monthly extensions as % of average outstga 1.9% 1.9% 2.1%
Table excludes portfolios originated and owned by third parties.
September 30, 201 September 30, 201 December 31, 201
Number of Number of Number of
Contracts Amount Contracts Amount Contracts Amount
(Dollars in thousands
Contracts with one extensi 18,42¢ $ 236,28 13,807 $ 148,66: 16,047 $ 189,68:
Contracts with two extensiol 5,53¢ 66,66 4,041 28,97¢ 4,39 38,50:
Contracts with three extensic 1,35( 12,48t 1,63¢ 7,147 1,48¢ 7,79(
Contracts with four extensiol 37C 2,31z 71€ 2,87¢ 634 2,51¢
Contracts with five extensior 10z 494 217 87t 224 1,05¢
Contracts with six extensions 39 21C 36 17¢€ 5C 30¢
25,82t $ 318,45: 20,45 $ 188,71! 22,83t 3 239,86.
Managed portfolio (excluding
originated and owned by 3
parties) 115,62 $ 1,517,82 95,97 $ 1,162,73 99,09¢ $ 1,228,57

Table excludes portfolios originated and owned by third parties.
Non-Accrual Receivables

It is not uncommon for our obligors to fall behimdtheir payments. However, with the diligent effoof our Servicing staff and syste
for managing our collection efforts, we regularlgnk with our customers to resolve delinquencies: Saff are trained to employ a counse
approach to assist our customers with their cash fhanagement skills and help them to prioritizgirtipayment obligations in order to av
losing their vehicle to repossession. Through oyeeience, we have learned that once a customenieEcgreater than 90 days past due
not likely that the delinquency will be resolveddanill ultimately result in a chargeff. As a result, we do not recognize any intenesbtme o
retain on our balance sheet any accrued interesbfuracts that are greater than 90 days past due.

If a contract exceeds the 90 days past due thréstidhe end of one period, and then makes thessaoepayments such that it beco
less than or equal to 90 days delinquent at theoérdsubsequent period, it would be restored loafecrual status for our financial report
purposes. At the time a contract is restored toaitdrual in this manner, there can be no assurdnatdull repayment of interest and princi
will ultimately be made. However, we monitor eaddtigor’'s payment performance and are aware of the sewritis delinquency at any tin
The fact that the delinquency has been reducedviile 90-day threshold is a positive indicator. @idhe contract again exceed thed#y-
delinquency level at the end of any reporting pgribwould again be reflected as a non-accruabaet
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Our policy for placing a contract on naegcrual status is independent of our policy to gi@m extension. In practice, it would be
uncommon circumstance where an extension was grame the account remained in a ramtrual status, since the goal of the extensido
bring the contract current (or nearly current).

Liquidity and Capital Resources

Our business requires substantial cash to supporiporchases of automobile contracts and otheratipgr activities. Our prima
sources of cash have been cash flows from operatingsting and financing activities, including peeds from term securitization transact
and other sales of automobile contracts, amount®Wwed under various revolving credit facilitieds@sometimes known as warehouse ¢
facilities), servicing fees on portfolios of autobile contracts previously sold in securitizatiomngactions or serviced for third part
customer payments of principal and interest onniteareceivables, fees for origination of automolbibamtracts, and releases of cash 1
securitization transactions and their related spraecounts. Our primary uses of cash have beerpihehases of automobile contra
repayment of amounts borrowed under lines of cradituritization transactions and otherwise, opegagxpenses such as employee, inte
occupancy expenses and other general and admiivistexpenses, the establishment of spread accaundtiitial overcollateralization, if ar
the increase of credit enhancement to requireddenesecuritization transactions, and income taXé&re can be no assurance that inter
generated cash will be sufficient to meet our cdsimands. The sufficiency of internally generateshcaill depend on the performance
securitized pools (which determines the level tdases from those pools and their related sprezmuats), the rate of expansion or contrac
in our managed portfolio, and the terms upon whehare able to acquire and borrow against automa@bihtracts.

Net cash provided by operating activities for timeAamonth period ended September 30, 2014 was $10lidmiompared to net ca
provided by operating activities for the nim@nth period ended September 30, 2013 of $71.2omilCash provided by operating activitie
significantly affected by our net income beforepsmns for credit losses. The increase is due amignto the increase in net income of ¢
million and the increase in provision for credis$es of $24.1 million.

Net cash used in investing activities for the nineath period ended September 30, 2014 was $388idmtompared to net cash ut
by investing activities of $325.0 million in theiqr year period. Cash provided by investing adggitprimarily results from principal payme
and other proceeds received on finance receivaidéd for investment and increases in restrictech.c&ash used in investing activil
generally relates to purchases of automobile cotsgrdurchases of finance receivables held forsimrent were $680.6 million and $59
million during the first nine months of 2014 andl20respectively.

Net cash provided by financing activities for theenmonths ended September 30, 2014 was $278.&mibmpared to net ce
provided by financing activities of $265.0 millian the prior year period. Cash provided by finagcactivities is primarily related to t
issuance of securitization trust debt, reducedheyamount of repayment of securitization trust defdl net proceeds or repayments or
warehouse lines of credit and other debt. In thet fiine months of 2014, we issued $655.5 milllmméw securitization trust debt compare
$595.0 million in the same period of 2013. In aiddit we repaid $363.5 million in securitizationgtulebt and $10.9 million in debt associ
with the Fireside portfolio in the nine months edd&eptember 30, 2014 compared to repayments ofiszation trust debt of $282.0 millic
and repayment of $41.4 million in debt associatéth the Fireside portfolio in the prior year peridd the nine months ended Septembe
2014, we received net proceeds on warehouse lihegedit of $50.0 million, compared to net proceedst5.2 million in the prior yeas’
period. During the first nine months of 2014, weaie in full $39.2 million of senior secured reldtearty debt compared to $12.9 millior
repayments of senior secured related party detbeiprior year's period.
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We purchase automobile contracts from dealers t@sh price approximately equal to their princgmlount, adjusted for an acquisit
fee which may either increase or decrease the antibencontract purchase price. Those automobiléraots generate cash flow, however,
a period of years. As a result, we have been degdrah warehouse credit facilities to purchaseraotile contracts, and on the availability
cash from outside sources in order to finance outiouing operations, as well as to fund the partid automobile contract purchase prices
financed under revolving warehouse credit fac#itie

The acquisition of automobile contracts for subseddinancing in securitization transactions, amel heed to fund spread accounts
initial overcollateralization, if any, and increasedit enhancement levels when those transactakesplace, results in a continuing neec
capital. The amount of capital required is mostvilgalependent on the rate of our automobile cattpurchases, the required level of in
credit enhancement in securitizations, and thenéxtewhich the previously established trusts arartrelated spread accounts either rel
cash to us or capture cash from collections onri#emd automobile contracts. Of those, the factarst subject to our control is the rat
which we purchase automobile contracts.

We are and may in the future be limited in ourigabtb purchase automobile contracts due to limaitsour capital. As of September
2014, we had unrestricted cash of $13.1 millior2.$7million available under one warehouse creditlifg and $68.1 million available unc
another warehouse credit facility (such figuresuass the availability of sufficient eligible collatd). During the ninenonth period ende
September 30, 2014, we completed three securdirmtiggregating $655.5 million of notes sold. Werid to complete one more securitiza
during 2014, although there can be no assurantcevénavill be able to so. Our plans to manage aguidlity include maintaining our rate
automobile contract purchases at a level that meatclir available capital, and, as appropriate,miming our operating costs. If we are uni
to complete such securitizations, we may be unibiecrease our rate of automobile contract purebai® which case our interest income
other portfolio related income could decrease.

Our liquidity will also be affected by releasesaaish from the trusts established with our secatitns. While the specific terms ¢
mechanics of each spread account vary among tramssicour securitization agreements generally idevthat we will receive excess ¢
flows, if any, only if the amount of credit enhantwnt has reached specified levels and the delirmyuennet losses related to the automc
contracts in the pool are below certain predeteeahilevels. In the event delinquencies or net lossethe automobile contracts exceed !
levels, the terms of the securitization may requmereased credit enhancement to be accumulatethéoparticular pool. There can be
assurance that collections from the related trusts continue to generate sufficient cash. Moregveertain of our retained interests
securitization transactions and their related sp@acounts are pledged as collateral to our rekidterest financing and cash releases
these transactions will be used to repay the fiimaysc

One of our securitization transactions, our warskocredit facilities, our residual interest finargeiand our financing for the Fires
portfolio contain various financial covenants refg certain minimum financial ratios and resul&uich covenants include maintain
minimum levels of liquidity and net worth and notceeding maximum leverage levels. In addition, s@geements contain crodsfaul
provisions that would allow certain creditors tackdee a default if a default occurred under a défife facility. As of September 30, 2014,
were in compliance with all such financial coversant

We have and will continue to have a substantialwarmhof indebtedness. At September 30, 2014, wealppdoximately $1,560.5millic
of debt outstanding. Such debt consisted primanfil$1,469.7 million of securitization trust debtdaalso included $3.2 million in debt for
acquisition of the Fireside portfolio, $59.4 miti@f warehouse lines of credit, $12.8 million oficial interest financing and $15.5 millior
subordinated renewable notes. We are also curreffdying the subordinated notes to the public arpatinuous basis, and such notes
maturities that range from three months to 10 years

Our recent operating results include pag-earnings of $37.9 million for the nine montimeled September 30, 2014 and $37.2 mi
and $9.2 million for the years ended December 8132and December 31, 2012, respectively. Thosegemwere preceded by pieex losses (
$14.5 million and $16.2 million in 2011 and 2016spectively. We believe that our 2011 and 2010ltesvere materially and advers
affected by the disruption in the capital markéist thegan in the fourth quarter of 2007, by thession that began in December 2007, ar
related high levels of unemployment.
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Although we believe we are able to service andyepa debt, there is no assurance that we willlide to do so. If our plans for futt
operations do not generate sufficient cash flowbsearnings, our ability to make required paymentsur debt would be impaired. If we fail
pay our indebtedness when due, it could have arrabaglverse effect on us and may require us teeisslditional debt or equity securities.

Critical Accounting Policies

We believe that our accounting policies relatedapAllowance for Finance Credit Losses, (b) Anmation of Deferred Originatio
Costs and Acquisition Fees, (c) Term Securitizatiof) Finance Receivables and Related Debt Medsatrd-air Value, (e) Accrual f
Contingent Liabilities, and (f) Income Taxes are thost critical to understanding and evaluatingreported financial results. Such policies
described below.

Allowance for Finance Credit Losses

In order to estimate an appropriate allowancedesés incurred on finance receivables, we usesalmsvance methodology commo
referred to as " static pooling, Which stratifies our finance receivable portfolistd separately identified pools based on the pedt
origination. Using analytical and formula drivecheiques, we estimate an allowance for financeitiesses, which we believe is adequate
probable incurred credit losses that can be re&#bpeatimated in our portfolio of automobile comtisa For each monthly pool of contracts
we purchase, we begin establishing the allowantleeémnmonth of acquisition and increase it overghiesequent 11 months, through a provi
for credit losses charged to our consolidated istaie of operations. Net losses incurred on finaaceivables are charged to the allowance
evaluate the adequacy of the allowance by examiaumgent delinquencies, the characteristics ofpitwgfolio, prospective liquidation values
the underlying collateral and general economicraadket conditions. As circumstances change, owl lef/provisioning and/or allowance
change as well.

Broad economic factors such as recession and gignif changes in unemployment levels influence dteslit performance of o
portfolio, as does the weighted average age ofdbeivables at any given time. Our internal crpdiformance data consistently show that
receivables have lower levels of delinquency arssds early in their lives, with delinquencies imasiag throughout their lives and los
gradually increasing to a peak between 36 and 4&mspafter which they gradually decrea&s.of September 30, 2014 the weighted ave
age of our portfolio of finance receivables wasrignths.

Amortization of Deferred Originations Costs and Acquisition Fees

Upon purchase of a contract from a dealer, we gdlgegither charge or advance the dealer an admuidiee. In addition, we incur cert:
direct costs associated with originations of ountracts. All such acquisition fees and direct cests applied to the carrying value of fina
receivables and are accreted into earnings asjastaent to the yield over the estimated life & ttontract using the interest method.

Term Securitizations
Our term securitization structure has generallyntsesefollows:

We sell automobile contracts we acquire to a whollined special purpose subsidiary, which has betableshed for the limite
purpose of buying and reselling our automobile @wris. The speciglurpose subsidiary then transfers the same autdenointracts to anoth
entity, typically a statutory trust. The trust issuinterest-bearing asdsecked securities, in a principal amount equal ntdess than tt
aggregate principal balance of the automobile emtsr We typically sell these automobile contraotshe trust at face value and with
recourse, except that representations and warsasitigilar to those provided by the dealer to uspaowided by us to the trust. One or ir
investors purchase the asset-backed securitiesdidsy the trust; the proceeds from the sale ofadsetacked securities are then use
purchase the automobile contracts from us. We rajirr or sell subordinated asseicked securities issued by the trust or by aeélantity
Through 2008, we generally purchased external testiancement for most of our term securitizationghe form of a financial guarar
insurance policy, guaranteeing timely payment aériest and ultimate payment of principal on theiceassetacked securities, from
insurance company. However, in our 15 most rececuirtizations since 2010, we have not purchagehfiial guaranty insurance policies
do not expect to do so in the near future.
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We structure our securitizations to include intérocr@dit enhancement for the benefit the inves{@rsn the form of an initial cas
deposit to an account ( " spread account " ) hglthb trust, (ii) in the form of overcollateralizan of the senior assétacked securities, whe
the principal balance of the senior adsatked securities issued is less than the prinbiglaince of the automobile contracts, (iii) in fben of
subordinated assétcked securities, or (iv) some combination of suiternal credit enhancements. The agreements giogerthe
securitization transactions require that the ihigvel of internal credit enhancement be suppleegtiy a portion of collections from f
automobile contracts until the level of internagdit enhancement reaches specified levels, whielhen maintained. The specified levels
generally computed as a percentage of the prineipadunt remaining unpaid under the related autoimauntracts. The specified levels
which the internal credit enhancement is to be maied will vary depending on the performance e&f plortfolios of automobile contracts h
by the trusts and on other conditions, and may laésearied by agreement among us, our special parpobsidiary, the insurance compar
any, and the trustee. Such levels have increastdietreased from time to time based on performahtiee various portfolios, and have ¢
varied from one transaction to another. The agreésngoverning the securitizations generally gramtthe option to repurchase the
automobile contracts from the trust when the agageegutstanding balance of the automobile contfzatsamortized to a specified percen
of the initial aggregate balance.

Our September 2008 securitization and the subseégesecuritization of the remaining receivables frorahstransaction in Septem|
2010 were each in substance sales of the undengirgjvables, and have been treated as salesmforciial accounting purposes. They d
from those treated as secured financings in thatttist to which our specighirpose subsidiaries sold the automobile contrams the
definition of a "qualified special-purpose entityfider Statement of Financial Accounting Standards MO (ASC 860 10 63). As a resul
assets and liabilities of those trusts are notalaeted into our consolidated balance sheet.

Historically, our warehouse credit facility strusts were similar to the above, except that (i) specialpurpose subsidiaries tl
purchased the automobile contracts pledged therenltibe contracts to secure promissory notes tret ibsued, (ii) no increase in the requ
amount of internal credit enhancement was contelegbland (iii) we did not purchase financial guéyansurance.

Upon each transfer of automobile contracts in ms@ation structured as a secured financing fonfire accounting purposes, wheth
term securitization or a warehouse financing, waineon our consolidated balance sheet the rekatéoimobile contracts as assets and re
the asset-backed notes or loans issued in theattos as indebtedness.

Under the September 2008 and September 2010 seatioins, and other term securitizations complgigdr to July 2003 that we
structured as sales for financial accounting pugppa/e removed from our consolidated balance gsheedutomobile contracts sold and ac
to our consolidated balance sheet (i) the cashivweteif any, and (ii) the estimated fair valuetb& ownership interest that we retained ir
automobile contracts sold in the transaction. Te#dined or residual interest consisted of (a)cheh held in the spread account, if any
overcollateralization, if any, (c) asdedcked securities retained, if any, and (d) red#esafrom the trust, which include the net inte
receivables. Net interest receivables represerggtimated discounted cash flows to be receivad fie trust in the future, net of principal
interest payable with respect to the asmatked notes, the premium paid to the insurancepaow if any, and certain other expenses.
excess of the cash received and the assets weagtaver the carrying value of the automobile @t sold, less transaction costs, equale
net gain on sale of automobile contracts we reabrde
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We receive periodic base servicing fees for theisieg and collection of the automobile contradtsder our securitization structu
treated as secured financings for financial acdognpurposes, such servicing fees are includedniarést income from the automol
contracts. In addition, we are entitled to the cislvs from the trusts that represent collectionstioe automobile contracts in excess ol
amounts required to pay principal and interesthmassebacked securities, base servicing fees, and cestagr fees and expenses (suc
trustee and custodial fees). Required principahpayts on the assbicked notes are generally defined as the payrseffisient to keep tt
principal balance of such notes equal to the aggesgrincipal balance of the related automobilereats (excluding those automobile contr
that have been charged off), or a getermined percentage of such balance. Where #ne¢ptage is less than 100%, the related sectidin
agreements require accelerated payment of prinaipél the principal balance of the asbeicked securities is reduced to the spec
percentage. Such accelerated principal paymenidst@ create overcollateralization of the assekbd notes.

If the amount of cash required for payment of feegenses, interest and principal on the seni@t-hsgked notes exceeds the am
collected during the collection period, the shdlriawithdrawn from the spread account, if anythé cash collected during the period exc
the amount necessary for the above allocationsrppgired principal payments on the subordinatsetdscked notes, and there is no shol
in the related spread account or the required ollateralization level, the excess is released # I the spread account ¢
overcollateralization is not at the required levkn the excess cash collected is retained irtrtle until the specified level is achiev
Although spread account balances are held by tiséston behalf of our speciplsrpose subsidiaries as the owner of the residteddsts (in tk
case of securitization transactions structuredass dor financial accounting purposes) or thetsrm the case of securitization transact
structured as secured financings for financial antiag purposes), we are restricted in use of #sh én the spread accounts. Cash held i
various spread accounts is invested in high qudlduid investment securities, as specified in seeuritization agreements. The interest
payable on the automobile contracts is signifigagtieater than the interest rate on the asaeked notes. As a result, the residual inte
described above historically have been a signifieanet of ours.

In all of our term securitizations and warehouseditrfacilities, whether treated as secured finageior as sales, we have sold
automobile contracts (through a subsidiary) togbeuritization entity. The difference between thve structures is that in securitizations
are treated as secured financings we report thetsaaad liabilities of the securitization trust oar consolidated balance sheet. Under
structures, recourse to us by holders of the dmseied securities and by the trust, for failurethef automobile contract obligors to m
payments on a timely basis, is limited to the autbite contracts included in the securitizationswarehouse credit facilities, the spr
accounts and our retained interests in the resfgettists.

Finance Receivables and Related Debt Measured at Fair Value

In September 2011 we purchased finance receivdides Fireside Bank. These receivables are secuyedebt that was structur
specifically for the acquisition of this portfoli®ince the Fireside receivables were originatedahgther entity with its own underwriti
guidelines and procedures, we have elected to atdouthe Fireside receivables and the related debured by those receivables at 1
estimated fair values so that changes in fair valiliebe reflected in our results of operationstlasy occur. There are limited observable in
available to us for measurement of such receivaloe$or the related debt. We use our own assumgtabout the factors that we beli
market participants would use in pricing similace®ables and debt, and are based on the besinafimn available in the circumstances.
valuation method used to estimate fair value maydpce a fair value measurement that may not beatide of ultimate realizable vall
Furthermore, while we believe our valuation methads appropriate and consistent with those usedtlgr market participants, the use
different methods or assumptions to estimate thmevédue of certain financial instruments coulduiésn different estimates of fair value. Thi
estimated values may differ significantly from tredues that would have been used had a readilyaiaimarket for such receivables or (
existed, or had such receivables or debt beerdiéged, and those differences could be materiddedihancial statements.
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Accrual for Contingent Liabilities

We are routinely involved in various legal proceegi resulting from our consumer finance activiaesl practices, both continuing ¢
discontinued. Our legal counsel has advised usuch satters where, based on information availablidhne time of this report, there is
indication that it is both probable that a lialyilitas been incurred and the amount of the los®earasonably determined.

We have recorded a liability as of September 3@,420vhich represents our best estimate of probatderred losses for lec
contingencies. The amount of losses that may uléinde incurred cannot be estimated with certaiHigwever, based on such informatiol
is available to us, we believe that the range aboeably possible losses for the legal proceedingiscontingencies described or referel
above, as of September 30, 2014, and in exces diibility we have recorded, is from zero to $thillion.

Accordingly, we believe that the ultimate resolatiof such legal proceedings and contingenciesr &dteng into account our curre
litigation reserves, should not have a materialessty effect on our consolidated financial conditidfe note, however, that in light of -
uncertainties inherent in contested proceedingzetican be no assurance that the ultimate resolofiaghese matters will not significan
exceed the reserves we have accrued; as a résulbutcome of a particular matter may be matediadur operating results for a partict
period, depending on, among other factors, thedfitiee loss or liability imposed and the leveloofr income for that period.

Income Taxes

We account for income taxes under the asset ahilitifamethod, which requires the recognition ofateed tax assets and liabilities
the expected future tax consequences of eventhévat been included in the financial statementslddithis method, deferred tax assets
liabilities are determined based on the differertuetsveen the financial statements and tax basisséts and liabilities using enacted tax
in effect for the year in which the differences axpected to reverse. The effect of a change imates on deferred tax assets and liabiliti
recognized in income in the period that includesdhactment date.

Deferred tax assets are recognized subject to neamaggs judgment that realization is more likely than.mtvaluation allowance
recognized for a deferred tax asset if, based ewiight of the available evidence, it is more lijjkidnan not that some portion of the defe
tax asset will not be realized. In making such judgts, significant weight is given to evidence tteat be objectively verified. As a resul
the unprecedented adverse changes in the markstdaritizations, the recession and the resultigh levels of unemployment that occurre
2008 and 2009, we incurred substantial operatisgds from 2009 through 2011 which led us to esfaldi valuation allowance again:
substantial portion of our deferred tax assets. él@m from the fourth quarter of 2011 through Sejiter 2014, we reported 12 consect
quarters of increasing profitability. Furthermowee demonstrated an ability to increase our voluofesontract purchases, grow our mang
portfolio and obtain cost effective short- and lgegm financing for our finance receivables.

In determining the possible future realization efadred tax assets, we have considered future lkatome from the following sourct
(a) reversal of taxable temporary differences; @r)dorecasted future net earnings from operati@ased upon those considerations, we
concluded that it is more likely than not that tHeS. and state net operating loss carryforwardoperiprovide enough time to utilize
deferred tax assets pertaining to the existingppetating loss carryforwards and any net operdtieg that would be created by the revers
the future net deductions which have not yet be&rrt on a tax return. Our estimates of taxablenrecare forwardeoking statements, a
there can be no assurance that our estimates lotaxable income will be correct.

We recognize interest and penalties related tocogrdzed tax benefits, if any, within the incomg &xpense line in the consolida
statement of operations. Accrued interest and gieaalre included within the related tax liabilitye in the consolidated balance sheet.
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Forward Looking Statements

This report on Form 10-Q includes certain “forwdodking statements.” Forwaildoking statements may be identified by the us
words such as “anticipates,” “expects,” “plans,stimates,” or words of like meaning. Our provisifm credit losses is a forwaldeking
statement, as it is dependent on our estimates fature chargeoffs and recovery rates. Factorsabald affect chargeffs and recovery rat
include changes in the general economic climatdchwhould affect the willingness or ability of obdirs to pay pursuant to the term:
automobile contracts, changes in laws respectimgwer finance, which could affect our ability tfarce rights under automobile contra
and changes in the market for used vehicles, wbichd affect the levels of recoveries upon saleepiossessed vehicles. Factors that ¢
affect our revenues in the current year includelé¢hels of cash releases from existing pools ocbmabile contracts, which would affect
ability to purchase automobile contracts, the teomsvhich we are able to finance such purchaseswifingness of dealers to sell automo
contracts to us on the terms that we offer, andtéhms on which and whether we are able to compéta securitizations once automo
contracts are acquired. Factors that could affectexpenses in the current year include competitimeditions in the market for qualifi
personnel and interest rates (which affect thesréitat we pay on notes issued in our securitiza}ion

Item 4. Controls and Procedures

We maintain a system of internal controls and places designed to provide reasonable assuranostas teliability of our published financ
statements and other disclosures included in #pert. As of the end of the period covered by thfort, we evaluated the effectiveness o
design and operation of such disclosure contraspincedures. Based upon that evaluation, theipahexecutive officer (Charles E. Bradl
Jr.) and the principal financial officer (Jeffrey Pritz) concluded that the disclosure controls @amdcedures are effective in record
processing, summarizing and reporting, on a tinbalyis, material information relating to us thatdquired to be included in our reports f
under the Securities Exchange Act of 1934. Thesehim®n no change in our internal controls ovemfifed reporting during our most recer
completed fiscal quarter that has materially afdcbr is reasonably likely to materially affeaty anternal control over financial reporting.
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PART Il — OTHER INFORMATION
Item 1. Legal Proceedings

The information provided under the caption “Legeddeedings,” Note 9 to the Unaudited Condensed @uladed Financial Statements,
included in Part | of this report, is incorporategtein by reference.

Iltem 1A. Risk Factors

We remind the reader that risk factors are sehfartitem 1A of our report on Form 10- filed with the U.S. Securities and Excha
Commission on March 10, 2014. Where we are awamaiérial changes to such risk factors as prewodisiclosed, we set forth below
updated discussion of such risks. The reader shmiklthat the other risks identified in our regmrtForm 10-K remain applicable.

If We Fail to Comply with Regulations, Our Results of Operations May Be Impaired.

Failure to materially comply with all laws and réafions applicable to us could materially and adebr affect our ability to operate ¢
business. Our business is subject to numerousdkaled state consumer protection laws and regatiwhich, among other things:

« require us to obtain and maintain certain licermebqualifications;

« limit the interest rates, fees and other chargeansallowed to charge;

« limit or prescribe certain other terms of our autdnife contracts;

« require specific disclosures to our customers;

» define our rights to repossess and sell collaterad;

« maintain safeguards designed to protect the sga@mi confidentiality of customer information.

Our industry is also at times investigated by ratk and offices of state attorneys general, wbaeiid lead to enforcement actions, fines
penalties, or the assertion of private claims amwdduits against us. Among others, both the FTCtlam@€onsumer Financial Protection Bui
(“CFPB") have the authority to investigate consumer comidaamgainst us, to conduct inquiries at their owstance, and to recomme
enforcement actions and seek monetary penaltidbovwiing an FTC inquiry into our practices, we haagreed to the entry of a judgm
against us that requires certain payments and elsaimgour procedures. (Regarding that judgmentNsse 9 to the condensed consolid:
financial statements included in this report.) H fail to comply with applicable laws and regulagpor with regulatorshterpretations of sut
laws and regulations, such failure could resulpénalties, litigation losses and expenses, damagmut reputation, or the suspensiot
termination of our licenses to conduct businesschvivould materially adversely affect our resulfoperations, financial condition and st
price. In addition, new federal and state lawsegufations or changes in the ways that existingsrolr laws are interpreted or enforced c
limit our activities in the future or significantipcrease the cost of compliance. Furthermore,gady regulatory bodies could interpret cut
rules or laws differently than the way we do, legdio such adverse consequences as described atfeveesolution of such matters n
require considerable time and expense, and if esatlved in our favor, may result in fines or dansagsd possibly an adverse effect on
financial condition.

We believe that we are in compliance in all mategapects with all such laws and regulations, tad such laws and regulations have ha
material adverse effect on our ability to operatelmsiness. However, we may be materially and méWeaffected if we fail to comply with:

« applicable laws and regulations;

« changes in existing laws or regulations;

« changes in the interpretation of existing lawsegulations; or

- any additional laws or regulations that may be twhimn the future
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We have substantial indebtedness.

We have and will continue to have a substantialiamhof indebtedness. At September 30, 2014, weapadoximately $1,560.5 million of de
outstanding. Such debt consisted primarily of $3,46million of securitization trust debt, and alseluded $3.2 million in debt for tl
acquisition of the Fireside portfolio, $59.4 miti@f warehouse lines of credit, $12.8 million ofickial interest financing and $15.5 millior
subordinated renewable notes (which are outstangitigmaturities that range from three months toyg@rs). Our substantial indebtedr
could adversely affect our financial condition laynong other things:

« increasing our vulnerability to general adversenecoic and industry conditions;

« requiring us to dedicate a substantial portion uf cash flow from operations to payments on ouebtddness, thereby reduc
amounts available for working capital, capital exgiéures and other general corporate purpc

« limiting our flexibility in planning for, or reaatig to, changes in our business and the industmhioh we operate;

« placing us at a competitive disadvantage comparedit competitors that have less debt; and

« limiting our ability to borrow additional funds.

Although we believe we are able to service and yepah debt, there is no assurance that we wiktile to do so. If we do not genel
sufficient operating profits, our ability to makequired payments on our debt would be impairedufeaio pay our indebtedness when
could have a material adverse effect.

If anincreasein interest rates resultsin a decreasein our cash flow from excess spread, our results of operations may be impaired.

Our profitability is largely determined by the difence, or "spread," between the effective inteast on the automobile contracts
we acquire and the interest rates payable undezhease credit facilities and on the adsatked securities issued in our securitizationshé
past, disruptions in the market for asset-backedr#@es resulted in an increase in the interetgtsrave paid on assbicked securities. Shol
similar disruptions take place in the future, weyrpay higher interest rates on assatked securities issued in the future. Althoughhasee th
ability partially to offset increases in our codtfonds by increasing fees we charge to dealersnwheachasing contracts, or by deman:
higher interest rates on contracts we purchaseg tben be no assurance that such actions wouldtdffe entire increase in interest thai
might pay to finance our managed portfolio.

Several factors affect our ability to manage irderate risk. Specifically, we are subject to iatrrate risk during the period after
purchase automobile contracts from dealers andrdefe finance such contracts in a term securitmatinterest rates on warehouse ci
facilities are typically adjustable, while the irgst rates on the automobile contracts are fixeididrest rates increase, the interest we mus
to the lenders under warehouse credit facilitiekely to increase, while the interest we collécim those warehoused automobile conti
remains the same. Therefore, during the warehoyssnigd, excess spread cash flow would likely desee Additionally, contracts warehou
and then securitized during a rising interest egtieironment may result in less excess spread ¢astas our securitizations typically have
interest rates set at prevailing interest ratébeatime of the closing of the securitization, whinay not take place until several months afte
purchased those contracts. Our customers, on ke baind, pay fixed rates of interest on the ceotgravhich are agreed to at the time -
purchase the underlying vehicles. A decrease iesxspread cash flow could adversely affect ouniregs and cash flow.

To mitigate, but not eliminate, the sheetm risk relating to floating interest rates pdgabnder the warehouse facilities, we
historically held automobile contracts in the warebe credit facilities for less than four monthe.fitigate, but not eliminate, the longrr
risk relating to interest rates payable in seaaitons, we have in the past, and intend to coatitm) structure some of our securitiza
transactions to include pfending structures, whereby the amount of secuarissued exceeds the amount of contracts init&dlg into the
securitization. In pre-funding, the proceeds frdma prefunded portion are held in an escrow account wveilsell the additional contracts i
the securitization. In pre-funded securitizatioms effectively lock in our borrowing costs with respéz the contracts we subsequently sell
the securitization. However, we incur an expensgréfunded securitizations equal to the difference leetwthe money market yields ear
on the proceeds held in escrow prior to subseqdelntery of contracts and the interest rate paidhensecurities issued in the securitiza
The amount of such expense may vary. Despite tindsgation strategies, an increase in prevailingrest rates would cause us to receive
excess spread cash flow on automobile contractstrars could adversely affect our earnings and tiash

52




Forward-Looking Statements

Discussions of certain matters contained in thimremay constitute forwarkboking statements within the meaning of SectioA 7
the Securities Act of 1933, as amended (the "SeesirAct") and Section 21E of the Exchange Act, asdsuch, may involve risks ¢
uncertainties. These forwatdeking statements relate to, among other thingpeetations of the business environment in whichoperate
projections of future performance, perceived opputies in the market and statements regardingnuigsion and vision. You can gener:
identify forwardiooking statements as statements containing thedsvtwill,” "would," "believe,” "may," "could,” "exgct," "anticipate,
"intend," "estimate,” "assume"” or other similar esgsions. Our actual results, performance and waemments may differ materially from {
results, performance and achievements expressietbtied in such forwardeoking statements. The discussion under "Riskdfattdentifie:
some of the factors that might cause such a diffargincluding the following:

« changes in general economic conditions;

« our ability or inability to obtain necessary finamg, and the terms of any such financing
» changes in interest rates, especially as applidatdecuritization trust debt;

- our ability to generate sufficient operating anthficing cash flows;

e competition;

« level of future provisioning for receivables losses

- the levels of actual losses on receivables; and

e regulatory requirements.

Forwardlooking statements are not guarantees of performahieey involve risks, uncertainties and assumptidctual results mi
differ from expectations due to many factors beyaud ability to control or predict, including thosescribed herein, and in docum
incorporated by reference in this report. For thesgements, we claim the protection of the safddrafor forwardlooking statemen
contained in the Private Securities Litigation RafdAct of 1995.

We undertake no obligation to publicly update aoynardiooking information. You are advised to consult augitional disclosure v
make in our periodic reports filed with the SECe S&/here You Can Find More Information" and "Docuntselncorporated by Reference.”

Item 2. Unregistered Sales of Equity Securities and UsdPobceeds

During the three months ended September 30, 20d4epurchased no shares from existing shareholaergflected in the table below.

53




Issuer Purchases of Equity Securities

Approximate

Total Number of Dollar
Shares Purchased Value of Shares
Total as that
May Yet be
Number of Average Part of Publicly Purchased
Announced Plans
Shares Price Paid or Under the Plans o
Period(1) Purchased per Share Programs Programs (2)
July 2014 - $ = - % 986,19:
August 201¢ - - - $ 986,19:
September 2014 — — - $ 986,19:

Total - $ — —

(1) Each monthly period isthe calendar month.

(2) Through September 30, 2014, our board of directors had authorized the purchase of up to $34.5 million of our outstanding securities, which
program was first announced in our annual report for the year 2002, filed on March 26, 2003. All purchases described in the table above
were under the plan announced in March 2003, which has no fixed expiration date.

Item 6. Exhibits
The Exhibits listed below are filed with this repor

4.14 Instruments defining the rights of holders of Idegm debt of certain consolidated subsidiarieshefregistrant are omitted pursuant
to the exclusion set forth in subdivisions (b)@)(A) and (b)(v) of Item 601 of Regulation S-K{ICFR 229.601). The registrant
agrees to provide copies of such instruments tdJthited States Securities and Exchange Commisgion tequest.

4.57 Indenture dated September 1, 2014 re Notes isspu€@PB Auto Receivables Trust 2014-C. Incorporatedeference to the exhibit
filed with the registrant's Form 8-K/A on Octobe,2014.

4.58 Sale and Servicing Agreement dated as of Septehb2014. Incorporated by reference to the exhitdfwith the registrant’s
Form 8-K/A on October 28, 2014.

31.1 Rule 13a-14(a) Certification of the Chief Execut#ficer of the registrant.
31.2 Rule 13a-14(a) Certification of the Chief Finandcidficer of the registrant.
32 Section 1350 Certifications.*

* These Certifications shall not be deemed “filddt purposes of Section 18 of the Securities Exgkafct of 1934, as amended
otherwise subject to the liability of that sectidihese Certifications shall not be deemed to berparated by reference into any filing un
the Securities Act of 1933, as amended, or the &xgé Act, except to the extent that the registnasimtement specifically states that ¢
Certifications are incorporated therein.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant duly caused thport to be signed on its behalf
the undersigned thereunto duly authorized.

CONSUMER PORTFOLIO SERVICES, IN(
(Registrant
Date: October 28, 201
By: /s/ CHARLES E. BRADLEY, JR.
Charles E. Bradley, J
President and Chief Executive Officer
(Principal Executive Officer

Date: October 28, 201
By: /s/ JEFFREY P. FRITZ
Jeffrey P. Fritz
Executive Vice President and Chief Financial Officer
(Principal Financial Officer
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Exhibit 31.1
CERTIFICATION
I, Charles E. Bradley, Jr., certify that:
1. I have reviewed this quarterly report on Formrad€or the quarterly period ended September 304201 Consumer Portfolio Services, Inc.;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or amgtate a material fact necessary to r
the statements made, in light of the circumstanoeler which such statements were made, not misigadih respect to the period coverec
this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material resp
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoepresented in this report;

4. The registrang other certifying officer(s) and | are responsifide establishing and maintaining disclosure cdstrand procedures (
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportiras defined in Exchange Act Rules 13a-1
(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsdunecaused such disclosure controls and procedorée designed under
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to u:
others within those entities, particularly duriig teriod in which this report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed un
our supervision, to provide reasonable assurangardang the reliability of financial reporting arttie preparation of financ
statements for external purposes in accordancegeitlerally accepted accounting principles.

(c) Evaluated the effectiveness of the registgadisclosure controls and procedures and presamtiis report our conclusions ab
the effectiveness of the disclosure controls amdgutures, as of the end of the period covered ibyrdiport based on such evaluat
and

(d) Disclosed in this report any change in thegtgnt’s internal control over financial reportitigat occurred during the registrant’
most recent fiscal quarter (the registranfburth fiscal quarter in the case of an annupbr@ that has materially affected, ol
reasonably likely to materially affect, the regsit’'s internal control over financial reporting;dan
5. The registrang other certifying officer(s) and | have disclosédsed on our most recent evaluation of internaltrob over financie
reporting, to the registrant's auditors and theitaadmmittee of the registrast’board of directors (or persons performing theiveden!
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cowoirer financial reporting which &
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that innedvmanagement or other employees who have a sagmifrole in the registramst’
internal control over financial reporting.
Date: October 28, 2014

/sl CHARLES E. BRADLEY, JR.

Charles E. Bradley, Jr.
Chief Executive Officer



Exhibit 31.2
CERTIFICATION
I, Jeffrey P. Fritz, certify that:
1. I have reviewed this quarterly report on Formrad€or the quarterly period ended September 304201 Consumer Portfolio Services, Inc.;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or amgtate a material fact necessary to r
the statements made, in light of the circumstanoeler which such statements were made, not misigadih respect to the period coverec
this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material resp
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoepresented in this report;

4. The registrang other certifying officer(s) and | are responsifide establishing and maintaining disclosure cdstrand procedures (
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportiras defined in Exchange Act Rules 13a-1
(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsdunecaused such disclosure controls and procedorée designed under
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to u:
others within those entities, particularly duriig teriod in which this report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed un
our supervision, to provide reasonable assurangardang the reliability of financial reporting arttie preparation of financ
statements for external purposes in accordancegeitlerally accepted accounting principles.

(c) Evaluated the effectiveness of the registgadisclosure controls and procedures and presamtiis report our conclusions ab
the effectiveness of the disclosure controls amdgutures, as of the end of the period covered ibyrdiport based on such evaluat
and

(d) Disclosed in this report any change in thegtgnt’s internal control over financial reportitigat occurred during the registrant’
most recent fiscal quarter (the registranfburth fiscal quarter in the case of an annupbr@ that has materially affected, ol
reasonably likely to materially affect, the regsit’'s internal control over financial reporting;dan
5. The registrang other certifying officer(s) and | have disclosédsed on our most recent evaluation of internaltrob over financie
reporting, to the registrant's auditors and theitaadmmittee of the registrast’board of directors (or persons performing theiveden!
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cowoirer financial reporting which &
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that innedvmanagement or other employees who have a sagmifrole in the registramst’
internal control over financial reporting.
Date: October 28, 2014

[s| JEFFREY P. FRITZ

Jeffrey P. Fritz
Chief Financial Officer



Exhibit 32

Certification Pursuant To
18 U.S.C. Section 1350,
As Adopted Pursuant To
Section 906 of The Sarbanes-Oxley Act Of 2002

In connection with the Quarterly Report on FormQ®f Consumer Portfolio Services, Inc. (the “Comygarfor the quarterly period end
September 30, 2014, as filed with the Securities EBxchange Commission on the date hereof (the “R§p&harles E. Bradley, Jr., as Ct
Executive Officer of the Company, and Jeffrey RtzEas Chief Financial Officer of the Company, le&ereby certifies, pursuant to 18 U.¢
81350, as adopted pursuant to 8906 of the Sarlfarley-Act of 2002, that:

(1) The Report fully complies with thejterements of Section 13(a) or 15(d) of the SemgiExchange Act of 1934; and

(2) The information contained in the Repiairly presents, in all material respects, thamcial condition and results
operations of the Company.

Date: October 28, 2014

/sl CHARLES E. BRADLEY, JR.

Charles E. Bradley, Jr.
Chief Executive Officer

[s| JEFFREY P. FRITZ

Jeffrey P. Fritz
Chief Financial Officer

This certification accompanies each Report purstmBt906 of the Sarban&xley Act of 2002 and shall not, except to the ektequired b
the Sarbanes-Oxley Act of 2002, be deemed filethbyCompany for purposes of §18 of the SecuritiehBnge Act of 1934, as amended.

A signed original of this written statement reqditgy Section 906 has been provided to the Compadydll be retained by the Company
furnished to the Securities and Exchange Commigsidts staff upon request.



